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TITLE 5—ADMINISTRATIVE
PERSONNEL

Chapter I—Civil Service Commission

‘ParT 6—EXCEPTIONS FrOll THE
COMPETITIVE SERVICE

ParT 24—FORMAL EDUCATION REQUIRE-
IIENTS FOR APPOINTMENT TO CERTAIN
ScIENTIFIC, TECHNICAL, AND FPROFES-
SIONAL POSITIONS

RIISCELLANEOUS AMENDLIENTS

1. Effective upon publication in the
PEDERAL REGISTER, the positions listed be-
low are excepted from the competitive
service under Schedule C.

§6.312 Department of Commerce.
* x %

(e) Business Services Admnwsiration,
(1) Director, Office of Field Service.

(2) One Special Assistant to the Di~
rector, Office of Field Service.

8§ 6.314 Executive Office of the Prest-
dent—(a) Bureau of the Budgef. * * *

(2) Two Assistant Directors.

(R. S. 1753, sec. 2, 22 Stat. 403; 5 U. S. C. 631,
633. E. O. 10440, March 31, 1953, 18 F. R.
1823).

2. In § 24.15 the headnote 1s changed
from “Range Conservationist” to “Range
Management Assistant, GS-454-5" and
the reference to Range Conservationists
m paragraph (b) 1s amended fo read
“Range Management Assistants.”

(Sec. 11, 58 sStat. 390; 5 U. S. C. 860)

UNITED STATES CIvIL SERV-
IcE COLILIISSION,

[searl Wi C. HuiL,
Ezecutive Assistant.
[F. R. Doc. 53-7142; Filed, Aug. 12, 1953;
8:55 a. m.]

TITLE 6—~AGRICULTURAL CREDIT
Chapter I—Farm Credit Administra-
tion, Department of Agriculture
Subchapter B—Federal Farm Loan System
PaRT 10—FEDERAL LAND BANKS GENERALLY

PART 11—NATIONAL FARIT LOAN
ASSOCIATIONS

PART 19—FEES AND CHARGES ON LOANS
REVISION OF PARTS

Inasmuch ss, effective July 1, 1953, the
Policy Manual for Federal Land Banks,

the Operations Manual for Federal Land
Banks and the Manual for National
Farm Loan Associations, which were the
source of Parts 10, 11, and 19 of Title 6
of the Code of Federal Regulations, were
revised and combined as two new maon-
uals under the titles “Federal Land Bank:
Manual” and “National Farm Loan Asso-
tion Manual”, such Parts 10, 11,and 19 of
Title 6 of the Code of Federal Regula-
tions are hereby revised in conformity
with such new manuals to read as
follows:

PART 10—FEDERAL LAND BANKS GENERALLY

ELIGIBILITY OF AFFLICANTO
Sec.

10.1 General determination.

102  Executors and acdministrators (in-
cluding temporary administro.
tors).

103 Heirs (including a cole helr taking
without administration), devicees,
and grantees of & deceased owner
of farm land.

104 Trustees (whether appolnted by will
or deed), and other fduclaries.

10.5 Guardians.

10.6 Percons not legally coempetent (In-
cluding infants, insane percons
and incompetents) when not rep-
resented by o guardian.

10.7 Landlords.

108 Owners of Tuture interests.

109 Tenants for years.

10.10 Life tenants.

10.11 Owners of undivided interests (in-
cluding partners).

10.12 Husband and wife.

10.13 Allens.

1014 Individunls taking title from a
corporation (bona fide ownerchip
required).

10.15 Corporations.

1018 Livestock corporations.

GENETUAL PROVISIONS

10.19 Definitions.

1025 Securlty standards.

1026 Normal agricultural value.

1027 Basls of loan and appralcal

1049 Computing amount loanable t5 ono
borrower,

1054 Interestrates on loans mede through
assoclations.

10.55 Special interest rates.

INSURANCE REQUIREMENTS AND ULD O 103
PROCEEDS

10.56 Amount of insurance,

10.57 Reduction of insurance under cer-
tain clrcumstances,

10.58  Acceptable insurers.

10.59 Losses to be madoe paycble to mort-~

poagee; exception.
(Continued on p. 4773)

CONTENTS

Agrniculture Department

See also Commodity Credit Cor-
poration; Farm Credit Admin-
istration; Farmers Home Ad-
ministration; Production and

Marketing Administration.

Notices:

Administrator, Production and
Marketing  Administration;
delezation of authority with
respect to cerfain functions
and duties.

Air Force Depariment
Rules and rezulations:
Procurement procedures; con-
tract forms and clauses_ ...

Army Department
Notlces:
Camden Bridge tolls; prehear-
ing conference.

Civil Service Commission
Rules and regulations:
Competitive service, exceptions
from, and formal education
requirements for appointment
to certain sclentific, techmcal,
and professional positions;
miscellaneous amendments_._

Commecrce Depariment
See International Trade Office.

Commodi‘y Credit Corporation
Rules and rezulations:

YLoan and purchase agreement
prosrams, 1953 crop; settle-
ment:

Grain sorghums
Qats.
Rye.

Decfense Department

See Afr Force Department; Army
Department.

Defense Matenals Procurement

Agency

Rules and resulatons:

Serialization of mines, smel-
ters, and mineral processing
planm; revocation

Farm Credit Administration
Rules and regulations:

Federal land banks generally,
national farm loan aszocia~
tions, and fees and charges on
loans; revision
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J’ REGINTER

Published daily, except Sundays, Mondays,
and days following official Federal holidays,
by the Federal Registet Division, National
Archives and Records Service, General Serv-
ices Administration, pursuant to the au-
thority contained in the Federal Register

RULES AND REGULATIONS
CONTENTS—Continued

Farmers Home Administration
Rules and regulations:

Security servicing and liquida-
tions, farm ownership loans;
transfers of farms with re-
lease from personal liability;
Yevision

Federal Communications Com-~
mission

Act, approved July 26, 1935 (49 Stat. 500, as_ Notices:

amended; 44 U. 8. C., ch. 8B), under regula-
tions prescribed by the Administrative Com-~
mittee of the Federal Register, approved by
the President. Distribution is made only by
the Superintendent of Documents, Govern-
ment Printing Office, Washington 25, D. C.

The regulatory material appearing herein
is keyed to the Code of Federal Regulations,
which is published, under 50 titles, pursuant
to section 11 of the Federal Register Act, as
amended June 19, 1937.

‘The FEDERAL REGISTER Wwill be furnished by
mafl to subscribers, free of postage, for $1.50
per month or $15.00 per year, payable .in
advance. The charge for individual coples
{(minimum 15¢) varies in proportion to the
size of the Issue., Remit check or money
order, made payable to the Superintendent
of Documents, directly to the Government
Printing Office, Washington 25, D. C.

There are no restrictions on the republica~
tion of material appearing in the FEDERAL
REGISTER.

-~

CFR SUPPLEMENTS
{For use during 1953)

The following Supplement is now
available:

Title 14: Parts 1-399 (Revised
Book} ($6.00)

Previously announced: Title 3 ($1.75);
Titles 4~5 ($0.55); Title 6 {$1.50); Title 7-
Parts 1-209 ($1.75), Parts 210-899
($2.25), Part 900-end (Revised Book)
($6.00); Title 8 (Revised Book) ($1.75);
Title 9 ($0.40); Titles 10-13 ($0.40);
Title 14:, Part 400~end (Revised Book)
($3.75); Title 15 ($0.75); Title 16 ($0.65);
Title 17 ($0.35); Title 18 ($0.35); Title
19 ($0.45); Title 20 ($0.60); Title 21
($1.25); Titles 2223 ($0.65); Title 24
($0.65); Title 25 ($0.40); Title 26: Parts
80169 ($0.40), Parts 170-182 ($0.65),
Parts 183-299 ($1.75); Title 26: Part
300-¢nd, Title 27 ($0.60); Titles 28-29
($1.00); Titles 30-31 ($0.65); Title 32:
Parts 1-699 ($0.75), Part 700-end
($0.75); Title 33 ($0.70); Titles 35-37
($0.55); Title 38 ($1.50); Title 39 ($1.00);
Titles 40—42 ($0.45); Title 43 ($1.50);
Titles 44-45 ($0.60); Title 46: Parts
1-145 (Revised Book) ($5.00), Part 146—
end ($2.00); Titles 47-48 {$2.00); Title
49: Parts 1-70 ($0.50), Parts 71-90
($0.45), Parts 91164 {$0.40), Part 165=
end ($0.55); Title 50 ($0.45)

Order from
Supenintendent of Documents, Government
Prnting Office, Washington 25, D. C,

Gerity, James, Jr.. designation
of apphcatmn for hearing on
stated 1SSUES— oo

Proposed rule making:

Aeronautical services; lighter-

than-awr craft frequencies___
Rules and regulations:

Frequency allocations and radio
treaty maitters; list of trea-
ties; miscellaneous amend-
ments

Federal Power Commuission
Notices:
Heanngs, ete..
Austell, Ga., and Fayette, Ala..
Badley Investment COamo—....
Brown, Darwin S

California-Pacific Utilities
Co.

Hope- Natural Gas CO..__..

Mississippr Valley Gas Co—--

Namekagon Hydro Co—...._a

Northern Natural Gas Co._.
Northern Natural Gas Co. et
al. (2.documents) ________.
South Caroling Public Service
Authority.
Southern Natural Gas Co-._.
Southern Union Gas Co. et al.
Texas Eastern Transmission
Corp. and Transcontinental
Gas Pipe Line COIDomve-o

Foreign and Domestic Com-
merce Bureau

'See International Trade Office.

Geological Survey
Notices:

California and Wyoming; defi-
nitions of known geologic
structures of producing oil
and gas flelds_ oo

Interior Department

See also Geological Survey; Land
Management Bureal.

Notices:

Filing of objections fo with-
drawal of public lands for
use of:

Army Department for mili-
tary purposes; Alaska___.

Atomic Energy Commission;
Colorado

International Trade Office
Notices:

Atlantic & Pacific Wire & Cable
Co,, Inec, et al., staying of
effectiveness of order revoking
and denying license privi-
leges.

Rules and regulations:

General licenses; shipments of

limited value GLVauccuae- _
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4842
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4838
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4839
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4794

CONTENTS—Continuved

International Trade Office~—Con,
Rules and regulations—Con,

Mutual assistance on U. 8, im-
ports and exports (as applled
to selected U. 8. imports),
licensing policies and related
special provisions; denial or
suspension or export privi-
leges; miscellaneous amend-
ments.

Positive list of commodities and
related matters; miscellane-
ous amendments (2 docu~
ments) 4794, 4796

Interstate Commerce Commis-
sion
Notices:
Applications for rellef:
Automobiles from Evansville,
Ind., to southern territory.
Cotton from New Mexico to
Oklahoma and Arkansas..
Magazines and perlodicals
from Chicago, Ill,, to Nor-
folk, Newport News and
Richmond |4 D
Sand, moulding, from Alu-
bams to Swan and Tyler,
Tex
Uresa from South Point, Ohlo,
to Conshohocken, P ...
Land Management Bureau
Notices:
Montana; restorafion order..-
Rules and regulations:
Withdrawal of public lands for
use of:
Army Department for mili«
-tary purposes; Alaskfio...
Atomic Energy Commission;
Colorado.

Production and Marketing Ad-
minmstration
Rules and regulations:
Milk handling in Muskegon,
Mich

Securities and Exchange Com-
mission

Notices:
Hearings, ete..

Columbia CGas System, Inc.,
and Natural Gas C¢. of
West Virginda_ oo

Northern States Power Co.
et al

- Gobel, Adolf, INCavcnncnman -

CODIFICATION GUIDE

A numerical list of the parts of tho Codo
of Federal Regulations affeotod by doounronts
published in this Isstte. Proposed rules, ne
opposed to final actions, are identifled os
suoh.
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Chapter III.
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CODIFICATION GUIDE—Con.
Title 6—~Continued Page
Chapter IV

Part 601 (3 documents) .. 4787
Title 7
Chapter IX.

Part 985 4787
Title 15
Chapter II.

Part 363 4793

Part 371 4794

Part 373 4793

Part 382 4793

Part 399 (2 documents) . 4794, 4795

-Title 32

Chapter VII.

Part 1006. 4796
Title 32A
Chapter XXTT (DMPA)

MO T 4795
Title 43
Chapter I.

Appendix (Public land orders)

910 4336
911 4837

Title 47

Chapter I.

Part 2 4837

Part 9 (proposed) .. 4838
Sec.

10.60 Subsequent owner deemed *“‘mort-
gagor” under certain clrcum-
staneces.

10.61 ILiortgagor’s option to use loss pro-
ceeds for reconstruction.

10.62 Circumstances under which mort-
gagor's option to use loss proceeds
does not obtain.

10.63 Manner in which mortgagor's option
to use loss proceeds shall be ex-
ercised.

1064 Loss proceeds not to be dispersed
in absence of evidence that prior
liens will not attach.

1065 Reconstruction of improvements in
different form.

10.66 Evidence that mortgagor can supply
additional funds; meaning of term
“reconstruction”

10.67 Application of loss proceeds to mort-
gage debt.

10.68 Conditional release of loss proceeds.

10.69 INonapplicability of regulations.

10770 Applicability of regulations to loans,
mortga%es and contracts purchased
from FFMC.,

¢
PURCHASES OF FFLIC LIORTGAGES

10.87 Reduction of interest rate.

10.89 Alaximum and minimum loanable
amounts.

1092 Acquiring stock In additfon to any
available stock which borrower
owns; retirement of stock owned
by borrower.

1093 Farm Credit Administration ap-
proval of retirement of assoclation

~ or related bank stock.

1094 Classes of borrowers; borrowers' dis-
position of stock or purchase of
additional stock; election to mem-
bership and purchase of stock by
borrowers not members of an as-
soclation.

10.85 Personal liability of borrower.

1096 Restrictions on eligibility of bor-

rowers for association members
ship.

FEDERAL REGISTER

Sec.

1097 Payment in cach by korrower whcre
amount of stock required 13 net
substantinl; additlonnl loan to
borrower to provide for payment
of stock to be purcheced; releace
by bank of future payment funds
in amounts sufilelent to cover the
purchace of required stcocln pro-
cedure for purchoce of gtochk by
borrower,

1098 Issucnce of new ctock suficlent to
cover exlisting loan; rctirement of
existing stock.

SPECIAL PAYLIENTS

10.111 Special payments.
FUTURE PAYMENT FUND3

10.116 Puture payment funds as autherized
by 12 U, S. C. 781, Fightecenth.

10.117 Authority to limit funds.

10.118 Indebtedness current before funds
are accepted.

10.119 Evidence of acceptance of funds.

10.120 Joint indebtedness to o kank and the
Corporation.

10.121 Unrelated loans,

10.122 Interest allowance.

10.123 Interest Habllity.

10.124¢ Application of funds not involving
transfers between the bank and
the Corporation.

10.125 Applcation of funds cn unrelated
loans,

10.126 Funds held by Corperaticn.

10.127 Transfer of funds from bank to Cor-
poration; same cecurity,

10.128 ‘Transfer of funds from bank to Cor-
poration; different cecurity.

10.129 ‘Transfer of funds from bani: to Cor-
poration; interest adjustment.

10.130 Transfer of funds from Corporation
to bank,

10.131 Disposition of unapplied funds,

SUEBROGATION

10.134 Subrogation ot insurer following

payment of loss,
RETIREMENT OF STOCK

10.149 General policy.

10.150 Partial retirement of stocl,

10.151 Retirement of stock to complcte pay-
ment of Joan with future payment
funds.

« MINERAL RIGHTS
10218 Holding for more than § years.
LONDS

10.293 MMfethod of calllng concolldated Fed-
eral farm loan bonds.

10294 Call for less than entlre iz5ua of con-
eolidated Federal farm lcan honds.

10.295 Payment of lost or ctolen bonds and
coupons itsued by o bank indi-
vidually,

10.236 Ownmer of lost bond to filo bond of
indemnity.

AvuTHORITY: §§10.1 to 10.236 icsued under
sec. 6, 47 Stat. 14, cec, 83, 48 Stat. 49; 12
U. 8. C. €65 1017. Statutery provisions
interpreted or applied are cited to toxt.

Note: §§101 to 10.286 are from Federal
Land Bank Manual and corresponding coc-
tlon numbers in manual are included o5 part
of code gection number following decimal,

Where the word “bank” appears alone, it
refers to a Federal Jand banl, all other banks
belng properly identified by name; the tword
“Corporation” refers to the Foderal Farm
Aortgage Corporation; the word “ncsgelo-
tlon” refers to a national farm loan accoclo-
tlon; and the word “Administration” refers
to the Washington cffice of the Farm Credit
Administration.

ELIGIBILITY OF APPLICAITIS

§10.1 General determingtion. A per-
son will be deemed to bo “engaged in
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farming opzrations” within the meamny
of the first sentence of section 12 (Sicth)

of the Federal Farm Loan Act (12U.S.C.
171 (6)) if, in the capacity of owner,
lessee, or tenant of a farm, he actively
participates personally or throush an
agent to g substantial dezree in the man-

agement and conduct of the farming
operations on any farm land.

§102 Ezxecutors and administrators
(including temporary aedministrators)
Loans may ba made to executors and ad-
ministrators (including temporary ad-
ministrators) when (2) either some
Individual beneficiary of the decedent’s
estate, or the executor, administrator, or
any coexecutor or coadministrator of the
estate, independently of his representa-
tive capacity, Is (1) elizible as a bor-
rower, and (2) owns, or is zhout to
kecome the owner of, an interest in the
property on which the loan is soucht,
and (3) can and will incur personal
Hability for the loan and assume the ob-
ligations of national farm loan associa-
tion membership; and (b) a valid lien
can and will be given on the property
on which the loan is sousght. As used
in this section, the term “elicible as a
borrower” means a persort who is en-
gaged in farming operations, or who 13
shortly to become engaged in farmmg
operations, or who derives the principal
part of his income from farmng
operations.

§10.3 Heirs (including a sole hew tal-
ing without edmuustratior), dewmszes,
and grantecs of a deceased cuwner of
Jarmland. Xoans may be made ta heirg
(including a sole heir taking withont ad-
ministration), devisees, and grantees of
o deceased owner of farm land under the
same conditions as will permit 2 loan's
mnbemdf:, made fo any other owner of farm

810.4 ZTrustees (whether eppownted
by will or deed), and other fiduciarias,
Loans may be made to trustees (whether
appointed by will or deed) when (z) the
trustee in his fiduclary capacify 15 en-
gaged, or shortly to become ensaged, in
farming operations, or the beneficiaries
of the trust are engaged in farming
operations or derive the principal part
of their income from farming operations;
and (b) a valid llen can and will ha given
on the property on which the loan is
sought; and (e) the trustee, or any co-
trustee, or some individual beneficiary of
the trust can and will incur personal
labllity for the loan, and assume the
obligations of national farm loan assg-
ciation membearship.

§105 Guardigans, Loans may he
made tfo guardians when (a) the
guardian in his fiduciary capacity 13
engaged, or shortly to become engaged,
in farming operations, or the wards are
engaged in farming operations or derive
the principal part of their income from
farming operations; and (b) a valid lien
can and will be given on the property on
which the loan Is squght; and (¢) the
guardian, or any coguardian, independ-
ently of his fiduciary capacity owns an
Interest in the property, and can and
will incur personal lability for the loan
and assume the oblizations of national
farm loan accoclation membsrship.
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§ 10.6 Persons not legally competent
(including wmfants, insane persons, and
wncompetents) when not represented by
a guardian. Loans may not be made to
persons not legally competent (including
mfants, insane persons, and incompe-
tents) when not represented by a guard-
1an; and property in which such a per-
son, not represented by a guardian, owns
an interest 1s ineligible as security for
a loan.

§ 10.7 Landlords. XY.oans. may be
made to landlords when (a) the landlord
has the right to and does exercise sub-
stantial confrol over the management of
the farm on which the loan is sought; or
(b) he 1s engaged, or shortly to become
engaged, in farming operations, inde-
pendently of his capacity as landlord of
the farm on which the loan 1s sought; or
(c) the principal part of his income i1s
denived from farming operations.

§10.8 Owners of jfuture nterests.
Loans may be made to owners of future
interests when (a) all interests necessary
to the creation of a fee simple estate 1n
the land on which the loan 1s sought are
included in the mortgage; and (b) the
owner of the future interest 1s engaged,
or shortly to become engaged, in farm-
ing operations independently of his ca-
pacity as owner of a future interest in
the farm on which the loan 1s sought, or
derives the principal part of his income
from farming operations.

§10.9 Tenants for years. Loans may
not be made to tenants for years ordi-
narily, although 1n certain circumstances
a8 berpetual leasehold might constitute
legally satisfactory security.

§10.10 Life tenants. Loans may be
made to life tenants when (a) all inter-
ests necessary to the creation of a fee
simple estate in the land on whuch the
loan 1s sought are included i1n the mort-
gage; and (b) the life tenant, by reason
of farming operations conducfed by him
on the land covered -by his life interest,
or otherwise, 1s eligible as a borrower.
As used in this section, the term “eligible
as a borrower’” means a person who is
engaged in farming operations, or who 1s
shortly to become engaged in farming
operations, or who derives the principal
%)iart of his income from farming opera-

ons.

§ 10.11 Owners of undivided nterests
(including partners) Loans 'may be
made to owners of undivided interests
(including partners) when (a) all such
interests are included in the mortgage;
and (b) the owner who desires the loan
15, by reason of farming operations con-
ducted by hum on the land covered by his
undivided interest, or otherwise, eligible
as a borrower. As used 1 this section,
the term “eligible as a borrower” means
a person who is engaged in farming op-
erations, or who 1s shortly to become
engaged in farming operations, or who
derives the prineipal part of his income
from farming operations.

§ 10.12 Husband and wife. Loans
may be made on their respective lands
to a husband and wife owning land 1n
severalty.

§10.13 Aliens. To the extent that
State laws do not restrict the rght of

RULES AND REGULATIONS

aliens to hold and convey real estate,
loans may be made to aliens- upon the
same basis as to citizens: Promded, how--
ever That such loans are not prohibited
by and are made i1n conformity with the
provisions of the Trading with the
Enemy Act, as amended, the Foreign
Funds Control regulations, and any
other applicable laws and regulations re-
lating to transactions with or property of
enemy or other aliens.

§ 10.14 Indimduals taking title from a
corporation (bona fide ownership re-
quired) Loans ‘which are ofherwise
qualified may be made to individuals
who have taken title from a corporation
m which they were interested as stock-
holders, provided the transfer 1s 1n good
faith and not a mere temporary expedi-
enf for the purpose of evading the pro-
visions of the Federal Farm Loan Act,
which preclude loans to corporations
other than corporations engaged in the

raismg of livestock. ¢

§ 10.15 Corporations. Loans may be
made to corporations (in addition to
those engaged 1in raising livestock) when
acting solely in a representative or fidu-
clary capacity for individual benefi-
ciaries, provided.the conditons as to
fiduciaries are satisfied.

§ 10.16 Livestock corporations. Loans
may ‘be made to livestock corporations,
provided the corporation 1s primarily en-
gaged in the raising of livestock. It may
also be engaged in such general farming
operations as are incidental to its live-
stock raismg. If it engages 1 any sec-
ondary operations not strictly incidental
to livestock raising, such secondary op-
erations may constitute only a minor
part of the corporation’s activities.

GENERAL PROVISIONS

§10.19 Definitions. For the pur-
poses of section 12 (Fourth) of the Fed-
eral Farm Loan Act, as amended (12
U.S.C.771 (4)) the terms “equipment”
and “improvement”’ are defined as
follows: -

(a) Equipment. 'The term equipment
shall 1nclude implements appropriate for
the operation of a farm, and may-con-
sist of teams as well as machinery, tools,
and like articles.

(b) Improvement. The term im-
provement shall include any beneficial
structure or any useful, permanent phys-
ical change tending to 1ncrease the pro-
ductive value of the farm, such as
clearmg, tiling, drainage, fencing, build-
ing, and preparations for irrigation.

§ 10.25 Security standards. To be
acceptable security for & loan, a property
must meet each of the following mini-
mum standards:

(2) It must be capable of producing,
under typical operation, sufficient nor-
mal agricultural earmmngs to pay farm
operating expenses, including taxes and
other fixed charges, mammtain the prop-
erty, and meet installments on a Ioan
that would be proper to a typical owner
of the property.

(b) It must be sufficiently desiwrable to
be readily salable or rentable under nor-
mal agricultural conditions.

(e) It must be sufficiently durable to
mamntamn satisfactory production during
the loan term-specified.,

(d) It must have sufficlent stability of
value to assure that, on a loan that would
be proper to a typical owner of the prop=
erty, the bank could recover its invest~
ment if unforeseen difficulties should re-
sult in acquirement of the property.

While the normal agriculturaleatrnings
must be sufficient to meet the expenses
specified in requirement (a) it is not
necessary that they also be adequate in
all cases to meet family living expenses,
When it is necessary to rely on income
other than farm earnings for family
living expenses, such supplemental in-
come must be avallable to the applicant
and to a typical owner from dependable
sources and in an amount sufilcient to
support customary llving étandards.

§10.26 Normal agricultural value,
The normal agricultural value of a farm
is the amount & typical purchaser would,
under usual condition, be willing to pay
and be-justified in paying for the prop-
erty for customary agricultural uses,
including farm home advantages, with
the expectation of recelving normal net
earnings from the farm.

§10.27 Basis of loan and appraisal.
The normal agricultural value of a farm,
established by a land bank appraisor,
shall be the basis for a loan. In making
the appraisal the net earnings of the
farm shall be determined by using nor-
mal commodity prices and the related
level of normal costs. Normal prices and
related costs shall be determined on the
basis of historical prices and costs ad-
justed for trends and the long term éco-
nomic outlook and be approved by the
Farm Credit Administration,

§10.49 Computing amount loanable
to one borrower ‘The aggregate amount
of existing bank loans to any one bor
rower for the purpose of applying the
limitation in section 12 (Seventh). of the
Federal Farm Loan Act (12 U. 8. C. T71)
shall be the total unpaid principal of all
indebtedness to the bank and any other
banks of the system which is secured
by mortgages or real estate sales conw
tracts on property owned or being ac-
quired by the applicant, or for which the
applicant is personally lable, less the
unpaid principal of (&) purchase monty
mortgage or real estate contract indebt«
edness in connection with which no age-
sociation or bank stock has been issued,
(b) indebtedness which is secured by
property the applicant no longer owng
and which has been assumed with the
permission of the bank by a subsequent
owner’ of the property in accordance
with section 12 (Sixth) of the Federal
Farm Loan Act (12 U. 8. C. 771), (¢) in=
debtedness which is secured by property
the applicant no longer owns and for
which liability was incurred otherwise
than by agreement with the bank, (d)
indebtedness which 1s secured by prop«
erty in which the applicant has not had
any ownership interest other than an
interest of dower or curtesy since the
liability was incurred, and (e) assets
purchased from a joint stock land bank
under section 16 of the Federal Farm
Loan Act (12 U. S. C. 823)

§ 10,54 Interest rates on loans made
through associetions. Notwithstanding
such loan interest rates exceed by moro
than 1 per cenfum per annum the inter-
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est rate on the Federal farm lohn bonds
of the last series 1ssued prior to the mak-
g of any such loans, approval 1s glven
to an interest rate of 4 per ceptum per
annum on loans made by banks through
associations generally, except that higher
mterest rates are approved for the fol-

Jowing banks as indicated:
Interest rate
Federal land bank: - (per cent)
SI\ri’mrﬁpld 417 15
Baltimore. 4315
Columbia. 5

(Secs. 12 “Second” 17, 39 Stat. 370, 375, as
amended; 12 U. S. C. 771 “Second” 831 (b))

§10.55 Speewal wnterest rates. Ap-
proval 15 given to an interest rate one-
half of 1 per centum per annum In excess
of the imterest rate provided in § 10.54,
for bank loans through associations se-
cured by first mortgages on the following
farm property 1n the continental Umted
States:

(a) Land that 1s employed primarily
in the production of naval stores as de-
fined by section 2 of the Naval Stores
Act (Sec. 2, 42 Stat. 1435, 7U. S. C. 92)
- (b) Land used for the raising of live-
stock, 1n estimating the earming power
and 1 establishing the value of which
leases or permits for the use of other
lands were taken 1nto consideration and
were a factor 1n determining the amount
of the loan; and

(¢) Land, a substantial part of the
earnings from which-1s derived from
orchard crops.

(Sees. 12 “Second” 17, 39 Stat. 370, 375, as
amended; 12 U. S. C. 771 “Second” 831 (b))

INSURANCE REQUIRELIENTS AND USE OF LOSS
PROCEEDS
AvurHORITY: §% 10.56 to 10.70 interpret or
apply sec. 12, Ninth, 39 Stat, 370, as amended;
12 U. S. C. 771, Ninth.

§ 10.56 Amount of insurance. Insur-
ance on buildings shall be requred
agamst such risks and 1n such amounts
as the bank may determune to be neces-
sary for adequate protection of the mort-
gagee’s mterest. A bank may delegate
to associations full or limited authority
with respect to the determination of 1n-
surance requrements. In making the
determination consideration should be
given to the size of the loan in relation
to the value of the security, the extent
to which the buildings enter mto such
value, and the extent to which the bor-
rower’s ability to operate the property
efficiently would be affected if a loss
occurred and the buildings were not
replaced.

§ 10.57 Reduction of insurance under
certain circumstances. Insurance re-
quirements on existing loans may be re-
duced or discontinued upon the request
of the borrower or on the initiative of
the bank or association when such action
1s not prejudicial to the mnterest of the
bank and the association. If insurance
requirements are reduced or discon-
tinued, the borrower should be given ad-
vance notice. 'The notice should clearly
mdicate that the change in the msur-
ance requrements of the bank in no
way afiects the amount of insurance the
borrower should carry for his own
protection.

]
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§10.58 Acceptable ‘insurers. Insur-
ance required shall be evidenced by &
lawful policy or policies issued by any
insurance company, including any State-
supervised mutual insurance company,
which is satisfactory to the bank: Pro-
wnided, That such company be authorized
to do such insurance business, and be
subject to service of process in suits
brought, in the State in which the in-
sured property is located, except that,
when insurance is procured and paid
for by the bank upon default under the
mortgage, such insurance company may
be one which is subject to tervice of
process in suits brought in the State
where the bank is located. The accept-
ance by a bank of insurance from an
organization other than one provided
for by this section shall be subject to the
approval of the Commissioner.

§ 10.59 Losses to be made payable o
mortgagee; exception. Insurance shall
be made payable to the bank and Cor-
poration, as mortgagees, as their in-
terests may appear at time of loss, and
shall afford the bank and the Corpora-
tion the same protection they would have
under the New York standard mortzage
clause. ‘The bank may, in its discretion,
permit individual losses, not In excess of
an amount fixed by the bank with due
regard to adequate protection of the
mortegagee, to be paid directly to the
mortgagor for use in the prompt re-
construction of the buildings destroyed.
The provisions of §§ 10.60 to 10.68, in-
clusive, shall not be applicable to losses
which are paid directly to the mortgagor,
with the permission of the bank, for use
1n reconstruction.

§10.60 Subsequent owner deemed
“mortgagor” under certain circum-
stances. When a subsequent owner of
a mortgaged farm has assumed the
mortgage and in the case of o land bank
loan the stock interests of the original
mortgagor in accordance with the pro-
visions of section 12 (Sixth) of the Fed-
eral Farm Loan Act (12 U, S. C. 711
(6)) and is primarily lable therefor,
the term “mortgagor” shall be deemed
for the purposes of the regulations in this
part to refer to such subsequent owner.

§ 10.61 ZXfortgagor’'s oplion to use loss
proceeds jor reconstruction. At the
option of the mortgagor and subject to
the provisions of these regulations, any
sum received in settlement of o loss
covered by insurance required by the
regulations in this part may be used to
pay for the reconstruction of the bulld-
1ngs involved.

§ 10.62 Circumstances under which
mortgagor's option to use loss procceds
does not obtain. The option of the
mortgagor referred to in these regula-
tions shall not apply in the case of (a)
any sum received under a policy of in-
surance which was not provided or paid
for by the mortgagor, or (b) any sum
with respect to which liability to the
mortgagor iIs denied by the insurer, un-
less and until such denial be rescinded
or until final judgment of a court of
competent jurisdiction that the insurer
is liable to the mortgagor. In elther
event the mortgagor shall initiate the
steps otherwise necessary under the regu-
lations in this part for the exerclse of
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his option within 30 days after the estab-
lishment of the liability of the insurer
to him for such loss.

$ 10.63 Manner in which mortgagor’s
option to use loss proceeds shall be ex-
ercised. The bank or association as
promptly as possible after the receipt of
the sum referred to in section 61 shall
send to the mortzagor a notice in writing
thereof. Within 30 days affter such
notice is sent, if the mortzagor desires to
exercise-his option, he shall so notify the
bank or assoccation in writing, With such
notice or within 30 days thereafter, un-
less such time for good cause be extended,
the mortgaror shall furnish information
in such form as shall be satisfactory cov-
ering the plans of the mortgagor for the
reconstruction of the building involved
in sound and serviceable form and con-
dition, at least equal fo that which
existed immediately prior to the loss.
Within gaid 30 days the mortgagor shall
alzo furnish satisfactory assurance that
such reconstruction will be completed
within a reasonable time, and that there
will be no unsatisfled liens for labor,
materials, andsor other expenses thaf
will have priority over the mortgage
when such reconstruction shall have
been completed or when the said sum
recelved shall have been paid to or for
the account of the mortgagor.

§ 10.64 Loss proceeds not fo be dis-
bursed in absence of evidence that prior
liens will not attach. No sum received
shall be paid to or for the account of
the mortgagor for the purpose of en-
abling him to reconstruct a building
until the bank or association is satisfied
that no len by reason of reconstruction
of the bulldings covered by such insur-
ance will have priority over the mort-
gage thereon. The regulations adopted
by the bank should establish adequate
safeguards with respect to such dis-
bursemients.

§10.65 Reconstruction of mmprove-
ments in different form. If the mortsa-
gor desires to use the insurance money,
in whole or in part, in order to replace
the building involved with an insurable
bullding of less expensive type, or fo
substitute any other insurable building,
the caid fund may be used for such pur-
pose, provided the land bank or associa-
tion is satisfied that the proposed
building will be sultable and adequate
to the agricultural needs of the farm.

§ 10.66 Evidence that mortgagor can
supply additional funds; mearming of
term “reconstruction.” If the sum re-
ceived (after making the deductions, if
any, authorized by the regulations in
this part) be inadequatie to enable the
mortgagzor to reconstruct as heremn pro-
vided, and he desires nevertheless to do
£0, he shall furnish satisfactory assur-
ance that he will have the necessary
additional funds. Where, under the
regulations in this part, a-building may
be repaired, replaced, or substituted, the
operations involved shall be deemed to
be covered by the words “reconstruct”
or “reconstruction,” as the case may
require.

§10.67 Application of loss proceeds
to mortgage debt. If the mortsagor
fails or refuses to exercise his option 1n
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accordance with the regulations mn this
part, or to comply with all of the condi-
tions of these regulations with respect
thereto, or if the mortgage be 1n process
of foreclosure, or if the mortgagor be 1n
default 1n such manner that the mort-
gage is subject to foreclosure, the sum
received may be retained for application
upon the indebtedness secured by such
mortgage or as collateral security there-
for. Any portion of the sum received
whach 1s not used for reconstruction may
also be retained for application upon the
indebtedness or as collateral security
therefor.

§ 10.68 Conditional release of loss
proceeds. No 1nsurance proceeds may
be released unconditionally to a bor-
rower or a junior lienor except for the
purpose and under the conditions here-
inbefore set forth, unless the remaining
security meets the security requirements
for a new loan. Exceptions to this re-
quirement-may be made only where it
is clearly to the best interest of the mort-
- gagee to do so. Where insurance pro-
ceeds are released unconditionally to a
borrower or jumor lienor, the procedure
governing the release of funds received
from the sale of part of the security
shall be followed so far as applicable.

§ 10.69 Nonapplicability of regula-
tions. Theprowvisions of §§ 10.61 through
10.68 are not applicable-in the case of
settlements of losses on buildings not
requured by the bank fo be msured.

§10.70 Applicability of regulations to
loans, mortgages, and contracts pur-
chased from FFMC. Theprovisions with
reference to insurance 1n connection with
mortgage loans also apply to loans, pur-
chase money mortgages, and confracts
purchased from the Federal Farm Mort-
gage Corporation.

PURCHASES OF FFMC MORTGAGES

§10.87 Reduction of wnterest rate.
The interest rate on any Commissioner
loan, purchase money mortgage, or con-
tract purchased or acquired by the bank
must be reduced to the rate applicable
to new land bank loans as of the date
of the acqusition of the loan, purchase
money mortgage, or contract by the
bank, but upon acqusition the bank may
make the reduced rate effective retro-
actively. This reduction 1n interest
may be accomplished generally mn the
same manner and under the same proce-
dure as was used to reduce the contract
interest rate on land bank loans fo 4
percent. The bank should notify each
borrower of the interest reduction when
effected. It may. also wish to consider
furnishing, or offering to furmish upon
request of the borrower, an individual
instrument in recordable form evidenc-
ing the.reduction.

§ 10.89 Maxzimum and minumum loan-
able amounts. 'The limitations with re-
spect to the maximum and mnimum
amounts of loans as provaded m section
12 (Seventh) of.the Federal Farm Loan
Act (120. 8. C. 771 (7)), shall be applied
in connection with the purchase.of a
Commussioner loan, purchase money
mortgage, or contract by the land bank.
Accordingly no such asset may be pur-
chased from the Corporation if the
amount thereof will increase the bor-
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rower’s total indebtedness to the bank
and any other banks of the system to an
amount in excess of $100,000.

§10.92 Acquiring stock wn addition to
any available stock which borrower
owns; retirement of stock owned by bor-
rower “Any available stock” already
owned by the borrower shall be stock in
an ummpaired associafion which 1s

,owned by the borrower or in which the

borrower owns the beneficial mnterest,
and which, computed at its par value, 1s
1n excess of 5 percent of any indebtedness
{unpaid principal, advances, and any
other items properly chargeable to the
borrower, including accrued interest
thereon at, the date of acquirement of
the purchased asset) to the bank 1 con-
nection with which such stock was issued.
Stock 1 an unimpaired association other
than the one through which the pur-
chased asset is being acqured may be
treated as available stock provided such
association consents to its retirement.
Under the foregoing definition, where a
borrower has more than one loan through
the association or owns stock 1 connec-
tion with a loan which 1s secured only m
part by the property securing the asset
bewng acquired, any excess stock in con-
nection with such loan or loans is avail~
able stock.

§10.93 Farm Credit Admwmustration
approval of retirement-of association or
related bank stock. ‘The Admimstration
approves the retirement, under section 7
of the Federal Farm Loan Act (12T. S. C.
721) of related bank stock 1n an amount
equal to such available association stock
where such refirement 1s authorized by
the board of directors of the bank and
the proceeds are to be used for the pur-
chase of stock needed 1n connection with
the acqured asset.

§ 10.94 Classes of borrowers; borrow-
ers’ disposition of stock or purchase of
additional stock; election to membership
and purchase of stock by borrowers not

~members of an associwation. It will be

necessary to deal with three classes of
persons in meeting the foregomng re-
quirements: (a) Those who are mem-
bers of the association through which
the paper 1s bemg acquired and who own
sufficient available stock; (b) those who
are members of the association but who
do not own sufficient available stock in
connection with any paid-down bank
Ioan or loans; and (c¢) those who are not*
members of the association and who own
no stock in it. As to the first class, the
existing available stock or the stock pur-
chased with the proceeds of retired
available stock musft be pledged as col-
lateral security in accordance with the
provisions of the Federal Farm Loan Act,
as amended, for the mndebtedness being
acquired. Persons 1n the second class
must purchase additiohal stock either in
cash or under the methods heremnafter
prescribed and pledge such stock, as well
as the available stock or'the stock pur-
chased with the proceeds of the retired
available stock, for the indebtedness
being acquired. Persons in the third
class must be elected to membership,
purchase stock either for cash or under
the methods heremafter prescribed, and
pledge such stock as collateral security
for the indebtedness being acquired..

-§10.95 Personal liability of borrower
In each of the classes mentioned above
the person owning the property subject
to the loan, mortgage, or contract being
acquired may or may not be personally
liable on the indebtedness. If not per-
sonally liable, the persbn must become
personally liable on the paper being ag-
quired by the bank.

§ 10.96 Restrictions on eligibility of
borrowers for ussociation membership.
To be eligible for association member-
ship, a person must meet the recquire-
ments for assumption of a bank mort-
gage under section 12 (Sixth) of tho
Federal Farm Loan Act, i, e., the person
need not be a farmer, but must bo o
natural person or & livestock corporation
eligible for membership.

§ 10.97 Payment wn cash by borrower
where amount of stock required is not
substantial, additional loan to borrower
to promde for payment of stock to be
purchased, release by bank of fulure
payment funds in amounts sufilcient to
cover the purchase of required stock;
procedure for purchase of stock by bor-
rower Where the amount of stock ro-
quired is not substantial, it may be feasl
ble to obtain payment therefor in,cash.
In other cases the borrower may desiro,
and it may be feasible, to provide for
payment for the stock by means of an
additional loan. It will also be appros
priate for the bank to permit the release
of future payment funds in amounts
sufficlent to cover the purchase of the
required stock. However, where none
of the foregoing procedures is followed,
the stock may be purchased under either
of the following procedures:

(a) The bank may extend credlt on
& secured.or unsecured basis to tho bor
rower in an samount sufficient to pur«
chase such stock, The type of agreement
to be entered into with the borrower for
the repayment of the purchase price of
the stock and the procedure to bo fol-
lowed in handling such transactions on

“the bank’s books shall have the approval
of the Administration,

(b) The association, upon application
by the borrower, may extend credit in an
amount sufficient to purchase such stock,
subject to the following:

(1) In such application the borrowor
shall agree thaf his liability to the ns.
Sociation for such stock shall be secured
by a lien on the borrower's property
which is security for the paper béing
acquired, junior to any lien held or to
be acquired by the Federal land bank on
such properfy. It is not necessary that
the lien for the stock indebtedness bo
recorded.

(2) The association may charge tho
borrower interest at a rate not to exceed
4 per centum per annum on-the unpaid
balance of any indebtedness inocurred
for this purpose.

(3) The association may in turn, pur-
suant to 12 U, S. C. 743, borrow from
the Federal land bank the amount nege
essary to purchase stock in the banlk
where it has sold its stock on credit to
its borrowers. Such borrowing may be
evidenced by an assignment by the age
sociation to the bank of the borrower's
agreement to pay for stock in tho
-association.
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(4) The applicant may request a de-
ferment of principal payments in order
to enable the association or the bank,
as the case may be, to collect the amount
of the indebtedness for stock in the
association, and the bank may grant such
deferments under the provisions of ‘12
T. S. C. 781, Nineteenth.

§ 1098 Issuance of new stock sufi-
cient to cover exristing loan; retirement
of existing stock. Where an applicant
who does not own the outstanding stock
m connection with the exsting bank
loan on the farm covered by the mort-
gage or contract being purchased by the
bank from the Corporation deswres or is
required by the bank, m its discretion, to
-acquire such stock or new stock in lieu
thereof but eannot acquire the outstand-
g stock, the outstanding stock may be
retired and paad off and new stock issued
to the applicant and pledged in connec-
tion with the existing bank loan. The
bank should require that the applicant
purchase only enough new stock to col-
lateralize the existing bank loan in the
proportion of one share of stock for
every $100 or major fraction thereof of
the unpaid 1ndebtedness under the exast-
mg bank loan or the ongmmal face
amount of the loan, whichever 1s less.
‘When stock 1 that amount 1s issued to
the applicant, all other stock outstand-
mg m relation to the existing bank loan
should be retired. ‘The Admmistration
hereby approves the retirement of stock
1 such cases where it 1s authorized by
the bank’s board of directors. Where
the applicant acquires no stock in con-
nection with the bank loan, then, unless
he procures from the owner of the asso-
ciation stock held 1n connection with the
bank loan a power of attorney or other
authonzation to exercise the exclusive
right to vote mm connection with both
Joans, the applicant must agree with the
association, m consideration of the
bank’s purchase of the Corporation
asset, to forego the right to vote at any
association meeting where he and the
other stockholders are present, except
when they agree as to Whlch shall cast
the one vote.

= SPECIAL PAYIIENTS

§10.111 Specwal payments, A bank
may accept special payments on 2 bank
loan or payment i full thereof either
before or after 5 years from the date
the loan was made. Where payment
arises from the refinancing of the loan
from a non-Government lending source
and the loan has not been in force for
‘at least 5 years, the bank may collect
from the borrower such a sum as will
remmburse it for the expense -of making
the loan. In all other cases of special
principal payments or full payment of
bank loans, the bank should not charge
a prepayment fee nor should it ordi-
narily charge interest beyond the date
the funds are received.

FUTIURE PAYMENT FUNDS

AvTHORITY: §§ 10.116 to 10.131 interpret or
apply sec. 17, 50 Stat. 708; 12 U. S. C. 181,
Eighteenth.

§10.116 Fuiurepayment funds as au-
thorwzed by 12 U. S. C. 781, Eighteenth.
Future payment funds shall be held for
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subsequent credit upon indebtedness to
the bank or the Corporation, except in
cases of unusual chrcumstances where
the release of the funds is justified. On
future payment funds appled, interest
shall be allowed to the date of applica-
tion at the effective interest rate(s) ap-
plicable to the indebtedness in connec-
tion with which such funds are applied.
On future payment funds released under
unusual circumstances, interest shall be
allowed to the date released at the effec-
tive interest rate(s) applicable to the in-
debtedness in connection with which
such funds are held,

§10.117 Authority to Uimit funds. A
bank may limit the total amount of fu-
ture payment funds which will be held in
connection with a land bank loan, but
any limitation established shall not be
less than the total of all installments ma-
turing on the loan during the 4 years
following the date of acceptance of the
first of such payments. Interest accru-
ing after the bank's imitation is reached
may be held in the future payment fund.

§ 10,118 Indebledness current before
Junds are accepted. Future payment
funds shall not be accepted by a bank
while there are outstanding unpaid ma-
tured obligations of the borrower to the
bank on such indebtedness or to the Cor-
poration on an indebtedness cecured by
the same or common real property* Pro-
vided, That at the direction of the bor-
rower funds tendered as future payment
funds may be used to pay such matured
and unpaid obligations and any balance

-remaining may be accepted as future

payment funds.

§10.119 Evidence of acceptance of
Junds. Upon acceptance of future pay-
ment funds, the bank shall furnish the
borrower with a receipt, which shall
identify the indebtednéss in connection
with which the future payment funds
are accepted, and set forth generally the
conditions under which such funds are
held: Provided, That if the bank, under
a procedure approved by the Adminis-
tration, furnishes the borrower a general
statement of such conditions to apply to
one or more payments, the recelpts for
such payments need not set forth the
conditions. The form of receipt used by
a bank shall have the approval of the
Administration.

§ 10.120 Joint indebiedness to a banl:
and the Corporation. In cases where
the respective indebtednesses of the bor-
rower to the bank and Corporation are
secured by the same or common real
property, amounts to be accepted as fu-
ture payment funds (by the bank for
subsequent credit on its indebtedness
and by the Corporation for subsequent
credit on its indebtedness) should ordi-
narily be allocated to each indebtedness
m such manner as to assure the bor-
rower of relatively the same security
against future delinquency on the re-
spective indebtednesses.

§10.121 Unrelated loans. In those
cases in which a borrower has indebted-
ness to the bank, the Corppration, or
both, which is not secured by the same
or common real property, determina-
tion should be made by the bank, on

-
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the basls of the facts in each cass, as
to the indebtedness or indebtednesses
on which fufure payment funds are to
be accepted and held for subsequent
credit. WWhen future payment funds are
accepted in these cases, they shall he
subject to all the provisions of the regu-
lations in this part governing future
payment funds insofar as practicable.

§ 10.122 Interest allowance. Interest
shall be allowed on future payment
funds in accordance with the following
terms and conditions:

(a) The rate(s) at which inferest 1s
allowed the borrower on future payment
funds applied shall be the rate(s) effec-
tive on those installment dates of the
indebtedness to which the future pay-
ment funds are applied and which mm-
stallment dates occurred durmmz the
period such future payment funds were
held. As used in this part, “effective
interest rate” means the rate actually
charged the borrower on the indebted-
ness on which future payment funds are
applied.

(b) If it is decided in unusual cir-
cumstances that the release of future
payment funds held in connection with
a borrower's indebtedness is justified,
interest shall be allowed on such funds
during the entire period that the funds
wereheld. Therate(s) at which interest
will be allowed the borrower in such
instances shall be the rate(s) that were
effective on the indebtedness in con-
nection with which the future payment
funds were held.

(c) Interest shall be allowed on future
payment funds from the date of ac-
ceptance of such funds fo the date of
thelr disposition and such interest shall
bz compounded as of the installmenf
dates of the borrower’s indebtedness
which occurred during the period the
future payment funds were held by the
banlk:: Provided, 'That, at the option of
the banlk, interest need not be allowed
upon any amount which has not been
held for the credit of thé borrower as
unapplied future payment funds for a
period up to 1 month: And provided
Jurther, That in any case where the ag-
gregate Interest credit does not exceed
25 cents, no allowance need be made.

(d) Interest allowed on future pay-
ment funds shall be credited to the bor-
rower as of the date of the disposition
of the funds.

§ 10.123 Interest liability. Thebooks
and statements of condition of the bank
and Corporation shall reflect the liability
for Interest accrued in connection with
future payment funds held for subse-
quent application. Such liability shall
be accrued on installment dates and for
the periods provided in § 10.122 for de-
termining Inferest allowances, at the rate
actually charged the borrower on the
unmatured portion of the indebtedness
in connection with which such future
payment funds are held. Such accruals
shall be subject to any adjustment re-
quired upon application of the future
payment funds in order thaf the mferest
allowed on future payment funds shall
conform to the provisions of § 10.122.

§10.124 Application of funds not -
volving transfers between the bank and
the Corporation. Subjectto any limita-
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tions contamned in the Federal Farm
Y.oan Act, the bank shall apply future
payment funds on the borrower’s m-
debtedness 1n connection with which
they are held, or on other mdebtedness
to the bank when such indebtedness 1s
secured by the same or common- real
property, in accordance with the follow=-
mg terms and conditions:

(a) As the borrower may direct in
writing, the bank shall retire out of fu-
ture payment funds held for the borrow-
er's credit any portion of the indebted-
ness to the bank on regular mstallment
dates; and, upon the written request of
the borrower, the bank may, at any time,
retire out of future payment funds held
for the borrower’s credit any portion of
the 1ndebtedness to the bank.

(b) At'its option the bank may retire
out of future payment funds held for the
borrower’s credit .on his bank indebted-
ness any portion of the indebtedness to
the bank as and when the same becomes
due and payable.

(c) If'at any time the balance of un-
applied future payment funds held for a
borrower’s credit together with the inter-
est allowance thereon equals or exceeds
the total amount of the indebtedness, the
whole indebtedness shall become due'and
payable at once and shall be retired out
of such balance. With the agreement or
consent of the borrower, a bank may also
provide that if at any time the balance
-©of unapplied future payment funds held
for a borrower’s credit together with the
interest allowance thereon -and the
amount of stock owned by the borrower
in connection with a Ioan equals-or ex-
ceeds the total amount of the indebted-
ness, the whole indebtedness shall
become due and payable at once and
shall be retired out of such balance and
stock proceeds.

(d) In the event of the borrower’s
death or bankruptey, or in the event of
transfer of the indebtedness by the bank
or conveyance of title to the property
securing the indebtedness by the bor-
rower, the bank at its option may apply
on the indebtedness all or any portion
of the future payment funds held for
the borrower’s credit,

§10.125 Application of-funds on un-
related loans. Atthe borrower’s written
request the bank may retire out of future
payment funds held for the borrower's
credit, any portion of the borrower’s in-
debtedness to the bank that 1s not se-
cured in whole or 1n part by the same
property securing the mndebtedness to
which the funds were allocated when
recewved, p

§10.126 Funds held by Corporation.
The provisions of §§10.124 and 10.125
shall apply -with equal force to any ap-
plication on the borrower’s :ndebtedness
to the Corporation from the future pay-
ment funds held by the Corporation for
the borrower’s credit; for this purpose
the term “Corporation” shall be substi-
tuted for the term “bank.”

§10.127 Transfer of funds from bank
to Corporation, same security. PFuture
payment funds held for the credit of the
borrower on his-bank indebtedness shall
be applied on the borrower’s indebted-
ness to the Corporation, which is secured

RULES AND REGULATIONS

in ‘whole or m part by the same real
property securing the‘indebtedness to
the bank, 11 accordance with the follow-
ing terms and conditions:

(a) At the bbrrower’s written direc-
tion the bank shall retire out of future
payment funds held for the borrower’s
credit on his bank indebtedness, any
portion of the borrower’s indebtedness to
the Corporation, as and when the same
‘becomes due and payable.

(b) At the option_of the hank and
with the consent of the Corporation, the
bank may retire out of future payment
funds held for the borrower’s credit on

s bank indebfedness any portion of the-

borrower’s indebtedness to the Corpo-
ration, as and when the same becomes
due and payable.

(¢) If at any time the total of un-
applied future payment funds held for
a borrower's credit on his indebtedness
to both the bank and the Corporation
together with the ipterest allowance
thereon equals, or exceeds the fotal
amount of his indebtedness to the Cor-
poration, at the discrefion of the bank,
upon written direction from the bor-
rower and with the consent of the
Corporation, the whole imdebtedness to
the Corporation.may be regarded as
-having become due and payable at once
and may be retired out of such funds,

§10.128 Transfer of funds from bank
to Corporation; different security. In
any case m which a borrower has m-
debtedness to the bank and the Cor-
poration which is not secured by the
Same or common -Teal property, at the
borrower’s written request and with the
consent of the Corporation, the bank
may, out of future payment funds held
for the borrower’s credit on his bank
indebtedness, retire any portion of the
borrower’s indebtedness to the Corpora-
tion, as and when the same becomes
due and payable, or, if at any time the
total-of unapplied future payment funds
held for a borrower’s credit on his -
debtedness to both the bank and the
Corporation together with the interest
allowance thereon equdls or exceeds the
total amount of his indebtedness to the
Corporation, the whole indebtedness to
the Corporation may be regarded as
having become due and payable at once
and may be retired out of such funds.

§10.129 Transfer of funds from bank
to Corporation, nterest adjustment.
The bank shall make transfers, which
are within the purview of §8§ 10.127 and
10.128, 1n the full amount required to
retire the indebtedness to the Corpora-
tion and no reimbursement, for interest
credited thereon as of the date of trans-
fer -or prior mnstallment dates shail be
‘made to the bank by the Corporation;
provided, however, that if the indebted-
ness to the Corporation to which the
future payment funds are to be applied
bears a higher effective rate of imnterest
than the andebtedness on which the
funds were held unapplied, then the
Corporation shall allow a simple interest
credit at the difference in such rates
for the period(s) such difference‘existed
or the period(s) such funds were held
unapplied by the bank, whichever 1s
the lesser, and the bank shall transfer

an amount which, together with the
simple interest credit allowed by the
Corporation, will retire the indebtedness.
The first amount accepted as future
payment funds by the bank shall be
considered as the first amount paid ont
of the future payment funds elther on
the indebtedness to the bank or on the
indebtedness to the Corporation.

§10.130 -Transfer of funds from Core
poration to bank. The provisions of
§§ 10.127, 10.128, and 10.12¢ shall apply
with eqtial force to any application on
the borrower’s indebtedness to the bank
from the future payment funds held by
the Corporation for the borrower's
credit; for this purpose the terms “bank”
and “Corporation” shall be read cone
versely.

§ 10.131 Disposition of unapplied
funds. When the balance of unapplied
future payment funds held by .the bank
together with interest allowance thercon
1s reduced to $10 or less, at its option the
bank may apply such balance on the bor-
rower’s indebtedness to the bank, subject
to notification to the borrower of such
action and reversal if he so requests,
Any balance of unapplied future pay-
ment funds together with Interest allow-
ance thereon held in connection with the
borrower’s indebtedness shall be 1ro-
funded to the borrower by the banl when
the indebtedness is paid in full: Provided,
however, That amouhts of future pay-
ment funds held by the bank for the
credit of a borrower who is indebted algo
to the Corporation, may, at the written
direction of the borrower, be transforred
to the Corporation, when the borrower's
indebtedness to tHe bank is paid in full,
Such funds transferred shall bo subject
to an interest allowance by the Corpora-
tion, in accordance with §§10.122 (&)
and 10.129, The provisions of thig sege
tion shall apply with equal force to tho
disposition of baldnces of future pay-
ment funds held unapplied by the Corpo=
ration; for this purpose the terms “bank”
and “Corporation” shdll be read conw
versely,

SUBROGATION

§10.13¢ Subrogation of insurer fol-
lowng payment of loss. An insurance
company which has made payment to &
bank under the uniform loss payable
clause, but which denies liability to the
mortgagor, is not entitled to subrogation

~against the endorsing association beeauso
of such payment. Nor can such an
insurer, in the tase of an association-
endorsed or direct loan, obtain an inter-
est in the bank stock pledged with tho
bank as security for the loan. No ag«
signment of morfgage or other form
executed by a bank in favor of such an
msurer shall by express provision or
by implication undertake (a) to transfer
any right of the bank agalnst tho on-
dorsing association or any interest in
the bank stock pledged by the assocloe
tion in connection with the loan, or (b)
in the case of a direct loan, to transfor
any right or inferest to the insurance
company in the direct loan stock.

RETIREMENT OF STOCK

§10.149 General policy. It is the
general policy of the Administration that
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the bank stock issued in connection with
a loan made through an association shall
not be retired 1n whole or in part until
the loan has been paid m full except in
mdividual cases where unusual circum-
stances are 1nvolved.

§10.150 Partial retirement of stock.
In 1individual cases where the amount of
bank stock held as security for a loan 1s
substantially 1n excess of 5 percent of the
unpaid balance of the loan and the bank
determnes that retirement of the excess
stock 1s advisable, the Admimstration
approves, under section 7 of the Federal
Farm Loan Act (12 U. S. C. 721) the re-
tirement of that portion of such stock
which 1s 1n excess of 5 percent of the un-
paid balance of the loan, provided (a) the
capital stock of the association through
which the existing loan was made 1s not
mmpaired and such stock retirement will
not make the principal remaiming unpaid
upon mortgages already recewved from
the association exceed 20 times the
amount of stock in the bank owned by
such association, or the only stock out-

standing 1n connection with the existing-

Ioan 1s bank stock, and (b) such.retire-
ment of stock 1s 1n accordance with au-
thorization given by the bank’s board of
directors by appropniate resolution.

$10.151 Retirement of stock to com-
plete payment of loan with fulture pay-
ment funds. If a bank has provided mn
the terms and conditions under which ib
has accepted future payment funds that
when the amount of stock and the future
payment funds held in connection with
the loan are sufficient to pay off the loan
1n full, they may be so applied, and if the
board of directors of the bank has
adopted a resolution providing for the
retirement of the stock in such circum-
stances, the Admimstration approves,
under section 7 of the Federal Farm I.oan
Act (12 U. S. C. 121) such retirement of
stock.

MINERAL RIGHTS

§10.218 Holding for more than 5
years. In cases where, 1n connection
with a sale of bank-owned real estate, the
bank has retamed royalty or other rights
in or to munerals, and deswres to hold
such rights for a period 1n excess of 5
years, it 1s not considered that the bank
has both “title and possession” of real
estate within the meaning of section 13
(Fourth (b)) of the Federal Farm Ioan
Act (12 T.S. C. 781 (4) (b)) However,
retention of such minerals and mineral
rights for periods 1n excess of 5 years,
when 1n the bank’s opimon it is m the
bank’s interest to do sb, has the approval
of the Admmistration.

BONDS

AUTHORITY: §§ 10.293 to 10.296 interpret or
apply sec. 20, 89 Stat. 377; 12 U. S. C. 862.

§10.293 Method of calling consoli-
dated Federal farm loan bonds. When
any Federal 1and bank shall desire to call
for redemption any consolidated Federal
farm loan bonds outstanding on its be-
half, it shall, pursuant to appropnate
authorization of the 12 Federal land
banks, file with the Farm Credit Admin-
istration, at least 20 days prior to the
date on which the call 1s to become effec-
tive, a certified copy of a resolution of its
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board of directors authorizing such call,
The Land Bank Commissioner shall, at
least 15 days prior to the date on which
the call 15 to become effective, approve or
disapprove the call and, if the call is ap-
proved, shall cause formal notice thereof
to be published, at least 15 days prior to
the effective date of the call, in the Fep-
ERAL REGISTER and throuch any other
facilities that the Farm Credit Admin-
istration may elect. Such notice chall
describe the bonds so called for redemp-
tion and shall designate the place or
places where and the date on and after
which they will be payable. Approval
of the call and publication of notice as
herein required shall be deemed a com.
plete call. From the date of redemption
designated in any such notice, interest
on the bonds called for redemption shall
cease.

§ 10.294 Call jor less than entire issue
of consolidated Federal farm loan bonds.
In any case in which it is desired to call
for redemption less than all of the out-
standing bonds of any issue or issues,
the bonds to be so called shall be selected
in such manner as the Land Bank Com-
missioner shall prescribe.

§10.295 Payment of lost or stolen
bonds and coupons issued by a bank in-
dividually. Whenever it appears to the
Land Bank Commissfoner, by clear and
satisfactory evidence, that any interest-
bearing bond or any coupon thereof is-
sued by any Federal land bank or joint
stock land bank has, without bad faith
on the part of the owner, been lost,
stolen, or destroyed, and is not lawfully
held by any person as his oym property,
or has been so mutilated or defaced as
to mmpair its value to the owvmer, and
is identified by number and description,
the Land Bank Commissioner may au-
thorize payment to he made (upon ap-
proval of the proofs of loss, ete,, bonds
of indemnity and related papers filed
with the banks of issue in such cases,
detailed information as to which has
been furnished the banks) without re-
qurng the issuance of any new bonds
for record purposes.

§ 10.296 Ouwner of lost bond to file
bond of indemnity. The owner of any
such lost, stolen, or destroyed bond or
coupon shall file with the bank of issue
a bond of indemnity in a penal sum
equal to the face amount of the bond or
coupon, plus an amount sufiicient to
protect the bank from any loss on ac-
count of interest which may be payable
on such lost, stolen, or destroyed bond.
A corporate surety to be approved by the
bank of issue and the Land Bank Com-
missioner shall be required for the bond
of indemnity when the penal sum
exceeds $50.

PART 11—NATIONAL FARLL oAt
ASSOCIATIONS
CLASSIFICATION OF ASSOCIATIONS

See.
11378 Clossification of ascoclations,

RETIREMENT OF £§TCCIR

11382 Retirement of stecck upon repay-
ment of loans.
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CONCOLIDATION O ASSOCIATIONS
Eee.

11.1013
11,1014
11.1015
11,1010

Actlon by directors.
Actlon by members.
Completing consolidation.
Yegal recerve.

VOLUNTARY LIQUIDATION

Action by acsoclation board of di-
rectors.

Action by members.

Prccedure for cbtaining concent of
Adminlistration.

Completing Hquidation.

Dlspasition of acsoelation records.

DNVOLUNTARY LIQUIDATION

2fcthod of liquidation.

Actlon by bank.

Certification by ofilcer of bank.

Approval by Administration.

Distribution of assets; completing
Uquidation.

Examination; dispoesition of books
and records.

ELICIBLE MEMDIDS

Elzibliity determined by location
of land.

Husband or wife as sole owner.

Joint owmers.

YLivestock corporations.

Other corportions.

Voting by pProxy.

Avrmoxurry: §§11.378 to 111033 fzsued
under cee. 6, 47 Stat. 14; 12 U. S. C. €83
Etatutory provisions interpreted or applied
are cited to text.

Note: 5§ 11.373 o 11.1033 ore from Fedaral
Tand Bank 2fanual (czction numbers with
1ezs than four declmals) and National Form
Loan Accoclation Manual (section numbers
with four decimals) and corresponding c2c-
tion numkers in such manuals are included
as part of code cection number following
declmal,

here the word “bank” appears alone, 1t
refers to a Federal land bank; the word
“Corporation” refers to the Federal Ferm
Mortgage Corporation; the word “associce
tion” refers to o notionel farm loon aszocia-
tion; and the word “Administration™ refers
to the Washington cfice of the Farm Credit
Administration.

CLASSIFICATION OF ASSOCIATIONS

§ 11.378 Classification of associgtions.
The banks shall make such review of the
finaneial condition of national farm loan
assoclations as is necessary to ascertain
when the capital stoclk of an assoeation
becomes impaired. The stock -of an
assaciation shall be considered impaired,
and the ascociation shall ke classified as
“impalred,” if the tofal of its labilities
(ncluding estimated losses on contin-
gent Habilities) and capital stock 1s 1n
excess of its total assets and such excess
may not reasonably be regarded, under
all circumstonces, as negligible n
amount or percentage, as apparent
rother than real, or as temporary only.

RETIREMENT OF STOCK

§11.382 Retirement of stock upon re-
payment of loans. When a mortgzage
loan throuch an association with umm-
paired stock is paid in full, the bank shall
retire its stock outstanding in connection
with such loan and shall pay its nar value
in cash to the association. TUpon the re-
tirement of the bank stock, the aszocia-
Hon shall retire its stock ocutstandinz in
connection with such loan and shall pay
the full proceeds thereof, less the amount
of any claim of the association which

11.1017

11.1018
111019

11.1620
11.1021

111022
11.1023
11,1024
11,1625
11.10626

11.1027

11.10238

11.1023
11,1630
11,1631
11.1032
11.1083
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may properly be offset against such stock
praceeds, to the owner of, or the holder
of a valid assignment of the beneficial
interest 1n, such stock. The bank may,
however, pursuant to a general resolu-
tion adopted by its hoard of directors
and approved by the Farm Credit Ad-
ministration, retire its stock and, with
the consent of the association, credit an
amount equal to the par value thereof
as a last payment on the retiring
borrower’s loan. Before crediting stock
of an unimpaired association to the re-
tiring borrower’s loan, the bank shall
have satisfactory evidence that the per-
son paying-off the loan- either owns, or
holds a valid assignment of the hene-
ficial interest in, stock 1ssued by the asso-
ciation in connection with such loan and
the association does not have a valid
claim which properly may be ofiset
against the proceeds of such stock upon
its retirement.

CONSOLIDATION OF ASSOCIATIONS

AvuTrHorrry: §§ 11,1013 to 11.1018 interpret
or apply sec, 29, 39 Stat. 381, 12 U. S. C. 965.

§ 11,1013 Action by directors. The
board of directors of each association
to be consolidated shall take appropriate
action to authorize the execution of a
consolidation agreement and articles of
association for each association to be
created as a result of the agreement.
‘The board may designate one or more of
its members to serve with representatives
of each of the boards of the other asso-
ciations involved as an orgamzation
committee for the formation of the new
assoclation or associations. Each board
of directors, or the represenfatives of
each association on the organization
committee pursuant to authority by the
association board of directors, shall ex-
ecute on behalf of such associations the
agreement of consolidation and articles
of association on forms prescribed by the
Commissioner and shall appomnt not less
than five nor more than seven qualified
persons to serve as directors for each as-
sociation to be created as a result of the
agreement, who will constitute the board
of directors for the period nterveming
fron the date of orgamzation to the date
fixed in the bylaws for the first annual
meeting of stockholders or until thewr
successors are elected and have qualified,

§11.1014 Action by members. Meet-
ings of association members shall be
called 1n accordance with the provisions
of the bylaws of the association. Notices
of the meetings, containing a brief state-
ment of the proposal, shall be mailed to
each stockholder of record. A favorable
vote of a majority of the members pres-
ent and voting at each separate meeting
shall be necessary for the approval of
the proposed consolidation, and such
members shall adopt resolutions ratify-
ing and approving the execution of the
agreement of the consolidation and
articles of association in the name of the
association. The secretary-treasurer
shall certify to the action taken at the
meetings of members, and his certificate
shall set out the resolution adopted by
the members ratifying the execution of
the consolidation agreement.

RULES AND REGULATIONS

§11.10156 Completing consolidation,.
Upon completion of. the association
action, one set of orgamzation papers for
each associgtion being orgamzed, with
the bank’s recommendation, and a fi-
nancial statement for each constitutent
association and each consolidated asso=-
ciation being created as a result of the
agreement, shall be submitted to the
Commussioner for consideration. Upon
approval by the Commuissioner, notjce of
such approval and the effective date of
the consolidation will be sent to the bank
and each consolidated association, and a
charter will be 1ssued to the new associa-
tion or associations which will be for-
warded to the association or associations
through the bank. Upon receipt of the
approval notice, the bank should provide
assistance m transferring all assets in
accordance with the consolidation agree-
ment, setting up the new books and
establishing such other procedures as
may be found necessary. The transfer of
assets should be made the day following
the effective date of the consolidation, if
possible. ‘The secretary-treasurer of
each new association should take appro-
priate action to effect changes in stock
1ssues, and should notify promptly each
of the members that the consolidation
has been approved. The charters of the
constituent associations should be sur-
rendered and senf to the Admimstration
for cancellation. The Admimstration
should be notified by the bank of the
completion of the consolidation upon the
1ssuance of new bank stock to the new
association or associgtions in exchange
for the stock held by the constituent
associations. -

§11.1016 Legal reserve. The legal
reserve requirement for the new associa=
tion or associations at the time of com-
pletion of the consolidation shall be the
total of the umimpaired legal reserves o
the constituent associations, -

VOLUNTARY LIQUIDATION

§ 11,1017 Action by association board
of directors. The board of directors of
any association deswrmg to enter into vol-
untary liquidation shall develop a com-
plete plan of liquidation setting forth in
detail the reasons why it 1s considered

-advisable for the benefit and best inter-
ests of the association members that the
association should be liqudated, con-
tamng a current financial statement of
the association, and specifically provid-

mng:

(a) That the association should be
liqudated and its charter canceled;

(b). That all liabilities of the associa~
tion, including contingent liabilities in-
curred by the association by reason of its
endorsement of mortgages, shall be paid
\n full, or the payment thereof provided
ipr to the satisfaction of the Administra-

ion;

(¢) That the amount of contingent
liabilities shall be mutually agreed upon
by the association and the Federal land
bank, but in the event such agreement.
cannot be reached, the amount of such
liabilities shall then be determined by
the Admimstration;

(d) In the event the association does
not have sufficient assets to pay all its

liabilities without creating an impair-
ment; of its capital stock, the manner in
which the necessary funds will bo ralsed;

-(In this connection an association may

by unanimous action of its members levy
an assessment on the members in pro-
portion to the amount of stock held by
each to raise the required funds, or it
may accept voluntary contributions
from its members for the purpose of
restoring the stock to an unimpaired:
condition after making provision for all
liabilities of the association.)

(e) That funds in an amount equal
to the net; legal reserve of the assoclation
after provision for all its liabilities shall
be transferred to the bank of the district;

(f) That the remaining assets of the
association, other than its capital stoclk
in the Federal land bank, shall be dis-
tributed among its stockholders, or their
successors in interest, of record on the
books of -the association as of the effec«
tive date of lgquidation, pro rata accord-
ing to their respective shareholdings;

(2) That the plan of Hquidation shall
not become effective until consent, in
writing, is obtained from the Admin.
istration; and

(h) That the effective date of liquida-
tion shall be the date specified by tho
Administration in the written consent
to liquidation.

A copy of such plan shall be submitted
to the stockholders of the association os
provided in § 11.1018.

§ 11.1018 Action by members. A spo-
cial meeting of the association members
shall be called. Notice of the meetingy
shall be mailed to each stockholder of
record at least 20 days prior to the date
of such meeting, and shall confain o full
statement of the voluntary liquidation
proposal or shall have incorporated in
it by reference and attached thercto o
complete copy of the plan of liquidation
developed by the directors of the asso-
ciation. A favorable vote of at least
two-thirds of the stockholders of the as-
sociation, at the special meeting called
as herein provided, shall be necessary
for-the approval of the proposed liqui-
dation. Such approval shall be ovie
denced by a resolution of the stockhold-
ers approving in its entirety the plan of
liquidation developed by the dircctors
and authorizing and instructing the of«
ficers of the association to do all things
necessary to carry into effect the liquie
dation and render the plan of ligquida«
tion effective. The secretary-treasurer
shall certify to the action taken at the
meeting of the stockholders, and his cor-
tificate shall set out the resolution
adopted by the stockholders authorizing
the liquidation of the association and
the fact that the number of stockholdets
voting for the motion in the assembled
meeting constituted at least two-thirds
of the stockholders of record of the as-
sociation on the date of the meeting.

§11.1019 Procedure for oblaining
consent of Administration. Upon com~
pletion of the stockholder action, two
certified true coples of the resolution and
two copies of the plan, together with the
charter of the association, should be for-
warded fo the bank. The association
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shall be examuned by 2 farm credit ex-
aminer as soon as possible followmng
receipt by the bank of the liqmdation
plan. After the examination 1s made,
the bank should forward to the Admin-
istration one copy of the resolution and
plan, together with the charter of the
association, and its recommendations 1.
the matter with the supporting reasons
for such recommendations. If the Ad-
mimistration consents to the plan, no-
tices of such consent, setting forth the
effective date of the liquudation and any
other requirements of the Admmstra-
tion, will be sent to the bank and to the
association,

§11.1020 Completing liquidation.
‘Upon recept of notice of consent from
the Admamstration, the association shall
immediately take the necessary action to
liqmdate its affairs, as required by the
plan of liquidation and the consent
thereto. When the necessary action has
been completed, evaidence thereof in the
form required by the Admnistration in
its written consent to the liqmdation
shall be transmitted to the bank, and, if
the bank 1s satisfied that all requre-
ments of the plan have been carried out,
such evidence shall be forwarded to the
Farm Credit Admmstration. If the Ad-
mnstration 1s satisfied that all ligmda-
tion steps have properly been taken, it
will advisethe bank, and the bank upon
receipt of such adwvice shall cancel the
stock held by the association in the
bank and thereupon issue its stock to
the borrowers through the association
pursuant to the pronisions of 12 U. S. C.
966. The Admumstration should be noti-
fied when the canceHation and reissu-
ance of stock have been completed by
the bank,

§11.1021 Disposition of association
records. Upon completion of liquida-
tion, the books and records of the asso-
ciation shall be forwarded to the office of
-the resident farm credit examuner for
final examnation; provided, however,
that upon the written request of the sec-
retary-treasurer of the association, such
final examination shall be made at the
association’s office prior to the release of
the books and records by the asseciation.
‘Upon completion of the examination, the
books and records will be forwarded to
the Admimstration by the resident farm
credit examiner,

INVOLUNTARY LIQUIDATION

§11.1022 Method of liquidation. Any
association may be liquidated by the re-
tirement by a bank, with the approval of
the Admimistration, of all the stock held
by the association.in the bank and the
retirement of the corresponding shares of
stock 1n the association. In the absence
of speeial circumstances, approval will
not be given to a liqmdation by this
method unless the association has less
than 10 members and it appears to the
satisfaction of the Administration that
the association cannot or will not func-
tion and that its continuance will not
serve a useful purpose.

§11.1023 Action by bank. ‘Theboard
of directors of the bank shall take ap-
propriate action to adopt a resolution re-
questing approval of the Admnistration
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to pay off at par and retire all stoclz held
by the associntion in the banlz. The
resolution should specifically state that,
in the judement of the board, it is ad-
visable for the benefit and best interests
of the association members and those
eneaged in agriculture in the territory
of such association that all stock held by
the association in the bank and all cor-
responding shares of stock in the associa-
tion held by borrowers through it should
be retired and the association liquidated.
In the event an association is unable to
pay its indebtedness in full, the resolu-
tion should further state the considera-
tion the bank has given to the enforce-
ment of the lability of the stockholders
for the payment of the ascocliation’s
debts and the conclusion reached.

§ 11.1024 Certification by ofiicer of
bank. 'The appropriate bank ofiicer shall
certify to the action taken at the meet-
1ng of the board of directors, and his cer-
tificate shall set out the resolution
adopted by the board.

§11.1025 Approval by Adminisira-
tion. Upon completion of the board's
action, a certified copy of the rezolution,
accompanled by a detailed statement of
facts concerning the condition, opera-
tions, and prospects of the acsocintion,
should be forwarded to the Administra-
tion. Upon approval or disapproval of
the bank’s request by the Administra-
tion, notice of such decision will be sent
to the bank, Upon receipt of approval
notice, the bank shall take the necezsary
action to pay off at par and retire the
stock held by the ascoclation in the hanls,
and when such action has been com-
pleted, the bank shall notify the Ad-
mimstration. The Administration will
advise the associntion of the retirement
by the bank of its stock.

§11.1026 Distribution of assets; com-
pleting liquidation. ‘The Administration
will advise the association of the retire-
ment by the banls of its stock, Upon re-
ceipt of this information the association
shall have recorded on its books the
retirement of the corresponding stock of
the association held by the borrowers;
determine by agreement with the banlkt
the amount of contingent linbilities in-
curred by the association on account of
endorsed mortgages and include such
amount in the liabilities of the ascocla-
tion; apply all assets of the assoclation to
the extent necessary to the payment of
its liabilities; distribute any remaining
assets to its stockholders, or thelr succes-
sors in interest, of record on the books of
the association as of the effective date of
liquidation, pro rata according to their
respective shareholdings; and return the
charter of the association to the bani: for
transmittal to the Administration for
cancellation.

§11.1027 Ezamnation; disposition of
bools and records. Upon completion of
liquidation, the books and records of the
association shall be forwarded to the
office of the resident farm credit exnm-
iner for final examination: Provided,
however That upon the written request
of the secretary-treasurer of the associa-
tion, such final examination shall be
made at the association’s ofiice prior to
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the release of the baoks and records by
the aczociation.  Upon completion of the
examination, the books and records will
be forwarded to the Administration by
the restdent farm credit examiner,

ELIGIBLE IEXEEES

§ 11.1028 Eligibility defermwned by
location of lend. A farm ovner,ghall bz
elizible to membership in the national
farm loan asscciation within whose char-
tered territory any part of the land to
be mortzazed is located, rezardless of the
applicant’s place of residence. If the
farm to be mortgaged lies within the
territory of two or more associations, the
applcant shall bz eligible to join any one
of the associations, but if the lIands to he
mortsared are not adjommng, they will he
treated as a single form for loan pur-
poses only if the separate units are under
common management and are in such
proximity to each other as to constitute
g;lag'tlcally one opzrative agricultural

8111029 Husband or wife as sole
ocwner WWhen husband and wife hothr
sien a mortgage but one or the other is
gole owner, the one in whose name the
title stands is the one who is elizible fo
memberchip in the association.

8111030 Joint owners. In casss of
Joint owmership, each ovmer who as-
sumes parconal liability for a loan must
be elected to membership In the associz-
tion through which the loan is made and
the association stock must be issued
jointly to all such owners.

§11.1031 Livestock corporations.
Corporations engaged in the raising of
livestock: are eligible to become members
of national farm loan asscciations. If
o livestock: corporation which is elizible
for a loan purchases property mortsagsed
to a land bank it may, with the approval
of the bank, assume the mortgage and
stocl: Interests of the vendor. If an
assoclation approves the application of a
livestocl: corporation, the corporation
itself should be elected to membership
and the ascoclation stock issued in its
name. ‘The corporation must autherize,
by power of attorney, one of its share-
holders to act for it In all assomction
matters. The person so authorized to
act for the corporation may be elected
a director of the association, provided he
Is o bona fide resident of the territory
within which the assocciation is author-
1zed to do business. The power of attor-
ney referred to should be so drawn that
it will continue in‘full force and effech
until the ascociation has received an-
other power of attorney to superszde the
old one or until the old power has been
revolzed.

§11.1032 Other corporations. In the
event o corporation kecomes the pur-
choser of the mortgaged property, while
it moay ossume the payment of the exist-
ine mortgase, it cannot become a2 mem-
ber of or an actual stockholder in an
assaclation unless it qualifies as engased
in the raising of livestoclks. However, any
corporation may purchase the equity of
redemption of the origainal borrower m
such stock and thereby become entitled
to ony dividends on said steck: and ulti-
mately to the proceeds thereof. Stock
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that has been so purchased cannot be
transferred on the stock certificate book
of the association, but the fact that an
assignment has been made may be noted
on the back of the certificate so that the
proceeds, mcluding the dividends, may
be paid the person equitably entitled
thereto. The original owner, so far as
the association is concerned, remains
the stockholder whether the purchaser
of the equity does or does not agree to
assume the liability.

§ 11,1033 Voting by prozy. Voting by
proxy shall not be permitted at stock-
holder’s meetings of associations unless
the proxy holder is (a) the person au-
thorized to act for a livestock corpora-
tion owning the stock, (b) a jomnt owner
of the stock, or (¢) the husband or wife
of the owner of the stock. In the latter
case, said-husband or wife shall not be
eligible to any office 1n the association.

PART 19—FEES AND CHARGES ON LOANS
ASSOCIATION FEES

Sec.

19.220
19.221
19.222

Applications.
Closed loans.
Additional and refunding loans.

BANK FEES

.Applications.

Applications on specialized farms,.

Appralisals.

Additional and refunding loans.

Divistons of loans.

Nonresident investigations,

Partial releases. !

Release of personal liability.

Forebearance agreements,

Reamortizations.

Reinstatement of loans.

Reinstatement of loans after banke-
ruptey proceedings,

AUTHORITY: §§ 19.220 to 19.234 issued under

gecs, 11 “Third” 13 “Ninth” 39 Stat. 369,

372, as amended; 12 U. 8. C. 761 “Third” 781
"Ninth"

Note: §§ 19.220 to 19.234 are from Federal
Land Bank Manual and corresponding sec-
tlon numbers in manual are included as part
of code section number following decimal.

Where the word “bank” appears alone, it
refers to a Federal land bank, all other banks
being properly identified by name; the word
“Corporation” refers to-the Federal Farm:
Mortgage Corporation; the word “associa-
tlon” refers to a national farm loan associa-
tlon; and the word “Administration” refers
to the Washington office of the Farm Credit
Administration.

ASSOCIATION FEES

§ 19.220 Applications. .Associations
may collect-an association application
fee of not more than $5 1n connection

19.223
19.224
19.226
19.226
19.227
19.228
19.229
19.230
19.231
19.232
19.233
19.23¢

with each application: Provided, how-.

ever That the amount of any such fee
shall not exceed 1 percent of the amount
of the loan applied for. If the property
offered as security 1s subject to any out-
standing mortgage loan or loans held by
the bank, theCorporation, or both, re-
gardless of the amount stated in the
application, the application fee shall be
based on an amount applied for which.
includes the unmatured principal, as of
the date of the application, of such out-
standing mortgage loan or loans. The
application fee may be collected at the
time the application 1s filed. It may be
retained by the association regardless of
whether the loan'is rejected or closed as

Ay
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a new, additional, or refunding bank
loan: Providéd, However That if no
association appraisal is made after a fee
provided for mn thus section has been
collected, the amount; of such fee shall be
refunded.

§ 19.221 Closed loans. Except as pro-
vided 1n § 19.222, when & bank loan is
closed, associations may collect a closed
loan fee 1n an amount which, when
added to the association application fee
already collected, will equal but not ex-
ceed 1 percent of the amount of the bank
loan closed.

§19.222 Additional and refundipg
loans. Where, upon the basis of an ap-
plication 1n which there 1s offered as se-
curity property which 1s mortgaged, in
whole or m part, to a bank, the Corpora-
tion, or both, a bank loan 1s closed
through an association which endorsed
the outstanding bank loan, the associa=
tion may, whether the transaction 1s
completed by way of & supplemental loan
or a rewriting of the outstanding loan,
collect a closed loan fee which, when
added to the association application fee
already collected, will not exceed 1 per-
cent of the amount which represents
other than unmatured principal of the
outstanding bank loan as of the date of
the application. Where, upon the basis
of such an application, & bank loan 1s
closed through a different association
than that which endorsed the outstand-
ing bank loan, or through any associa-
tion if only a loan held by the Corpora-
tion was outstanding, the association
may collect a closed loan fee which,
when added to the association applica-
tion fee already collected, will not exceed
1 percent of the amount for which it
endorses the bank loan or bank purchase
money mortgage.

BANK FEES

§ 19.223 Applications. 'The banks
may collect an application fee of not to
exceed $10 on each application.

§ 19.224 Applications on specwalized
farms. In the case of applications for
loans (or increased loans or divisions of
loans) on specialized farms of certam
types, such as turpentine farms, ranches,
and orchards, where appraisal costs are
unusually high, the banks may establish,
subject to the approval of the Land Bank
Comnussioner, special additional fees m
recognition of the higher cost of ap-
praisal of such property.

§ 19.225 Appraisals. The fee deposits
authorized by these regulations should
be retained by the bank if an appraisal
1s made of the property, but in any such
case where an appraisal is not made, the
fee should be refunded in its entirety to
the agpplicant. Where & reapprasal is
required because of delay of the appli«
cant or 1s made at his request, the appli-
cant may be requured to pay a second fee.

§ 19.226 Additional and refunding
loans. In connection with applications
for additional or refunding loans,
whether or not additional security is
offered, the bank may require.that a fee
or not more than $10 be submitted with
the application.

§ 19.227 Divisions of loans. A fee of
$5 may be charged in connection with
each application for the division of an
existing loan.

§19.228 Nonresident investigations.
Where, in connection with an applica-
tion for a new loan, an increased loan,
or the division of an existing loan, i ap-
pears necessary for the bank to make o,
nonresident personal investigation, tho
applicant may be required to pay o feo
of $7.50, such fee to be refunded in ity
entirety to the applicant if the investi-
gation is not made.

§19.229 Partial reledses. A feo of
$10 may be charged in connection with
each application for a partial releaso of
the mortgaged security, but tho feo
should be returned to the applicant in
its entirety if an appraisal is not made.
Provision may be made, subject to tho
approval of the Land Bank Commis-
sioner, for addifional fees in the case of
applications for releases in connection
with specialized farms,

§19.230 Release of personal Hability.
Where, upon transfer of title to the
mortgaged property, an application is
nmade for release from personal liability,
the bank may require o fee of $10 in
connection with each application, such
fee to be refunded in its entirety to the
applicant, in the event an appraisal of
the property is not made.

§19.231 Forbearance agreements,
No fees may be charged in connection
with forbearance agreements but bore
rowers may be charged with direot oute
lays for determination of title including
filing of notarial expense,

<« §19232 Reamortizations. An
amount not to exceed actual costs, such
as abstract, notarial, recording and nec-~
essary incidental items, incurred in con~
nection with a reamortization, may bo
charged.the borrower,

§19.233  Reinstatement of loans.
When a bank or the Corporation has
instituted foreclosure or has taken stops
necessary preliminary to foreclosuve, it
may require a horrower who wishes to
reinstate such defaulted loan, to reim«
burse it for any items of actual expense
which it legally could include in its
foreclosure fee; but no fee may be
charged upon & reinstatement for any
items of expense which legally could not
be included in the foreclosure fee (such
as purely collection costs) even though
the amount of such outside items is lesy
than the charges which could lawfully
be imposed-were the foreclosure to be
completed,

§19.234 Reinstatement of loans aftcr
bankruptcy proceedings., If under the
laws in force in a particular State tho
bank or Corporation may legally condi-
tion its reinstatement of & loan called
for foreclosure upon the borrower’s pay-
ing, or agreeing to pay, reasonable at-
torney’s fees actually incurred in
defending proceedings instituted by the
borrower under section 75 of the Bank-
ruptcy Act, the collection of these fees
from the defaulting borrower may be
made a condition of reinstatement, Ro=
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appraisal costs may be included in the
reinstatement fee.
[seaL] CarL COLVIN,
Acting Land Bank Commasswoner

[F. R. Doc. 53-7141; Filed, Aug. 12, 1953;
8:55 a. m.]

Chapter lll—Farmers Home Admins-
tration, Department of Agnculture
Subchapier B—Farm Ownership Loans
[FHA Instruction 465.2]

PART 372—SECURITY SERVICING AND LIQUI-
DATIONS; FARM OWNERSHIP LOANS
SUBPART B—TRANSFERS OF FARLIS WITH
RELEASE FROM PERSONAL LIABILITY

Subpart B, Part 372, Title 6, Code of
Federal Regulations (13 P R. 9462) 1s
revised to read as follows: -

Sec. /
37221 General,
372.22 Delegation of authority.

372.23 General terms and conditions relat-
ing to farm transfers.

Other matters affecting preliminary
arrangements and closing.

Preparation of transfer docket in
county office.

372.26 Approval and closing of transfers.

AvTHORITY: §§ 372.21 t0 372.26 issued under
sec. 41 (i), 60 Stat. 1066, sec. 4 (c), 64 Stat.
100; 7 U. S. €. 1015 (i), 40 U. S. C. 442 (c).
Interpret or apply secs. 2 (b), 41 (g), 60
Stat. 1063, 1065, sec. 2 (f), 64 Stat. 99; 7
U. S. C. 1001 (note), 1015 (g), 40 U. S. C.
440 (f). Other statutory provisions inter-
preted or applied are cited to text in paren-
theses.

§ 37221 General. This subpart pre-
scribes the authorities, policies, and pro-
cedures for transfers of Farm Ownership
farms to approved applicants, with re-
leases of the transferors from personal
liability, in accordance with titles I and
IV of the Bankhead-Jones Farm Ten-
ant Act, as amended, and section 2 (f)
of the Rural Rehabilitation Corporation
Trust Liqudation Act. Also, it provides
for extending financial assistance to-en-
able transferees of farms transferred
hereunder to pay equity, or to develop or
enlarge them into efficient family-type
farm-management units.

(a) Applicability. Farms which may
be transferred under this subpart are
those farms which are security for:

(1) Direct loans made from title I
funds.

(2) Credit sales of farms pursuant to
sections 43 and 51 of the Bankhead-
Jones Farm Tenant Act, as approved
July 22, 1937, or as amended or Public
Law 563, 79th Congress, which are clas-
sified under Farm Ownership.

(3) Direct loans or credit sales by a
State Rural Rehabilitation Corporation
or under transfer agreements with the
Secretary of Agriculture, provided there
1s m effect an agreement entered into
between the Government and the State
Rural Rehabilitation Corporation or
other authority; pursuant to section 2 (f)
of the Rural Rehabilitation Corporation
Trust Liqudation Act, Public Law 499,
81st Congress, which are classified under

Farm Ownership,

37224
372.25

FEDERAL REGISTER

(4) Loans made from Loans, Grants,
and Rural Rehabilitation funds for farm
development (Farm and Home Improve-
ment, Special Real Estate, or Farm De-
velopment loans) which are classified
under Farm Ownership.
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Director subszequent to closing to en-
dence the consent of the Farmers Home
Administration to the transaction.

(3) The release of the transferors
from further personal liability with re-
spect to thelr outstanding Farm Owner-

(5) Loans or credit sales of farms by < ship indebtedness on terms not more

or on behalf of Defense Relocation Cor-
porations and Land Leasing and Land
Purchasing Associations, the accounts of
which are considered to be Government
accounts, and are classified under Farm
Ovmership.

§ 372.22 Delegation of authority. The
State Director, subject to the policles
and procedures prescribed herein, is
hereby authorized to:

(a) Approve the transfer of a Farm
Ownership farm.

(b) Modify the terms of contracts,
agreements, and other loan instruments
geld by the Farmers Home Administrpa-

on.

(c) Release transferors of farms from
personal lability with respect to their
Farm Ownership indebtedness.

(d) Cause instruments of record to be
modified, released, or discharged.

§ 372.23 General terms and conditions
relating to farm transfers—(a) General
polictes. The transfer of-a farm may be
effected provided all of the following
conditions exist:

(1) The farm is suitable for use in
furtherance of title I and the loan is
classified under Farm Ownership.

(2) All the real estate covered by the
security instrument will be transferred.

(3) The transferees are eligible for
assistance under title I,

(4) The transfer can be consummated
on terms under which the transferors
will be released from further personal
liability with respect to their outstanding
Farm Ownership indebtedness when the
transaction is closed.

(b) Elements of transfers. The trans-
fer of a farm under this subpart will
consist of :

(1) A conveyance of the farm by the
transferors to the transferees, with the
consent "‘of the Farmers Home Admin-
istration and subject to the mortzage(s)
held by the Farmers Home Administra-
tion. Such conveyance will be by war-
ranty deed, executed by the transferors
at the time of closing the transaction,
on a fornr prepared or approved by a
representative of the Office of the Solic-
itor. However, if the transferors ac-
quired their title by quitclaim deed from
the Farmers Home Administration or its
predecessors, & special warranty deed
will be used, warranting against title
defects arising subsequent to acquisition
of the property by the transferors.

(2) The simultaneous assumption by
the transferees of personal liability for
payment of the entire or an agreed
amount of the transferors’ outstanding
Farm Ovmership indebtedness to which
the farm is subject. Such assumption
of indebtedness will be accomplished
through the use of one or more Forms
FHA-97, “Agreement for Assumption of
Indebtedness,” which will be executed by
the transferees at the time of closing
to evidence the obligations assumed by
them and will be executed by the State

favorable than those recommended by
the County Committee. To effect such
release, Form FHA-437, “Release from
Personal Liability,” will be executed by
the State Director subsequent to closing
for delivery to the transferors. The
notes, bonds, or other instruments evi-
dencing the transferors’ Farm Owner-
ship oblizations will not be surrendered
except in cases in which a new note and
mortgage are executed by the trans-
ferees covering the obligations assumed.
The transferors’ security instrument(s)
will not be released from record, except
in a case where a new note and security
instrument are executed by the frans-
ferees.

(c) Amount of mndebtedness to be
assumed. In all cases, the transferees
will assume personal liability for pay-
ment of such portion of the transferors’
outstanding Farm Ownership indebted-
ness as does not exceed the value of the
property being transferred.

(d) Value of property to bz itrans-
Jerred. For the purpose of this subpart,
the value of the property baing trans-
ferred will be deemed to be equal fo its
fair and reasonable value (including any
planned improvements) as recertified by
the County Committee, less all expenses
for improvement or enlargzement, or
both, to be incurred by the transfereecs.
If any title I loan funds remaining in
the transferors’ supervised bank account
are to be transferred with the farm the
amount thereof will be deducted from
the expenses mentioned.

(e) Transferees’ interest rafte. 'The
transferees will pay interest on the total
amount of the assumed indebtedness, 1n-
cluding both unpaid prinecipal and ac-
crued Interest, at the same rate(s)
charged the transferors under the trans-
ferors' instrument(s) of debt. 1If the
amount of the outstandinz Farm Owner-
ship indebtedness exceeds the value of
the property to be transferred, the trans-
fer may involve financial loss to the
Government. Insuch case, if the trans-
{ferees are to assume liability for obli-
gations incurred by the transferors which
bear different rates of interest, the loss
to the Government will be sustained first
on the oblization bearing the lower rate
of interest. Losses will be taken first on
accrued interest and then on principal.

(f) Transfer involmng payment of
equity to transferors. If the value of the
property (see §372.23 (d)) exceeds the
amount of the outstanding Farm Owner-
ship indebtedness, the transferees will
assume Hablility for the payment of the
full amount of the outstanding Farm
Ownership indebtedness, and may pay to
the transferors such amount of equity as
agreed upon by the transferors and
transferees and approved by the State
Director. -

(1) The amount of real estate equity
payment will not exceed the difference
between the amount of the outstanding
Farm Ovwnership indebtedness and the
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value of the property (see § 372.23 (d))
which 1s being transferred.

(2) A transfer will not be approved if
in connection therewith the transferors
and transferees arrange for sale to the
transferees of crops or- other property
for a consideration-greater than the fair
market value thereof as determined by
the State Director.

(3) .Any amount paid by the frans-
ferees to the transferors for -growing
crops or for -chattels swill not be consid-
ered as a part of the real estate equity.
JAny such amount(s) should be paid at
the time -of closing ‘the transfer; how-
ever, the State Director may approve ar-
rangements for payment from the pro-
ceeds of crop sales, provided no lien
agamst the real estate “will result .and
the arrangements will not interfere with
the transferees’ ability to discharge cur-
rently the real estate obligations '‘which
they assume. In no event will payment
for growing crops or chattels be paid
from Farm Ownership loan funds.

(4) Setflement i full of the trans-
ferors’ real estate :equity, mn the amount
approved by the State Director, should
be made by the transferees -at the time
of closing the transfer. If, however, the
equity is being paid ‘with subsequent
Farm Ownershup loan funds, the pay-
‘ment will not be made until the xepre-
sentative of the Office -of ‘the Solicitor
«letermines that the :subsequent loan 1s
properly secured .and adwises that. the
loan funds .may be so used. Payments
should not be made prior to the .date of
«closing the transfer.

(5) The transferors .and fransferees
must make full disclosure on _Form
FHA-923, *“Certifications -Concermng’
Transfer-of Farm Ownersiup Farm,” for
-consideration by the State Director of
the amount to be paid for real estate
equity and also the amount(s) to bepaid
for growing .crops or -chattels. Any
apgreements and understandings -other
than the amount(s) to .be paid also will
be disclosed 1n writing and attached -to
Form FHA-923, Failure to make such
«disclosures.for consideration.by the State
.Director may-subject the transferors and
fransferees, and failure to report any
agreementin addition to those-evidenced
by the transfer docket may .subject
Farmers Home Admmstration -employ-
-ees, to prosecution under certamn -crimi-
nal statutes of the United States, mnclud-
g Title 18 U, S. C., sections 1001 and
4014, The County Supervisor 1s respon-
-sible for informing the transferors and
transferees regarding these matters.

(6) Payment for -the 1real :estate
equity will be made by the transferees
either with personal funds, other assets,
or with the proceeds of a .subsequent
Farm Ownership loan, or any :combing-
tion thereof.

(7) -Any.debt(s), other than the Farm
Ownership indebtedness, owed by ‘the
transferors to the Farmers Home  Ad-
ministration should be satisfied, to the
extent possible, out of any payment(s)
made to the transferors in -connection
with the transfer, and proper arrange-
ments made for payment of any bal-
ance(s) remammng unpaid.

(g) Subseguent loans to iransferees.
‘When required for payment of equity to
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the transferors or to develop or enlarge
the unit so 'as to create an efficient
family~typefarm, a subsequent loan may
e made-in connection with a transfer
an accordance with Part 333 of this
chapter and §372.25 (k) If the unit
‘being transferred represents an asset of
-2 State Rural Rehghilifation Corpora-
'tion, the:subsequent loan must be made
#rom Corporation funds.

(h) Transferees’ payment period.
Obligations assumed by transferees will
be retired within the remaimng period
of time provided in the earliest matur-
g notes, bonds, or agreements executed
‘by the transferors in connection with
their obligations, unless the County Com-
mittee recommends that a longer pay-
ment period. be established for the
transferees and the State Director de-
‘termunes that such action 1s necessary.
‘However, 1n no case will the State
Director approve a payment period for
the transferees which exceeds either the
shortest period which he déems to be
necessary or a period of forty years from
the date of Form(s) FHA-97.

() Transferees’ first anstallments.
The transferees’ first installment will be
‘made payable on December 31 following
the date of Form(s) FHA-97. The pay-
ment schedule restablished in Form(s)
FHA-97 will provade as nearly as pos-
sible for retirement of -the assumed in-
debtedness through payment by the
fransferees of equal annual mnstaliments.
However, if the transferees will.not have
been 1n :possession of the farm for'a full
:crop year prior.to the .due date -estab-
lished for the first mnstallment, will not
recewve the benefits of the «trop grown
[durmg-that year,and will not have other
-funds with which to pay a full annual
anstallment, the State Director may ap-
prove a first installment i such amount
(less than an annual installment) as he
determines the transferees will be able
to pay.

«(j) Transferees’ payment  plan.

Transferees will be requred to make pay-
‘ments an the same manner as new bor-
-rowers. Transferees assuming a loan
which was approved on or after Novem-
ber 1, 1946, will not be required tfo
-execute Form FHA-165, “Varable Pay-
ment Agreement.” However,if the loan
Jbemg assumed was approved prior to
November 1, 1946, the transferees will
‘be Tequired to execute Form FHA-165,
unless they elect the fixed -basis for
‘payments.
(Sees. 1 (a), 2 (b), 3 (b), 42 (d), 44 (b),
48, 60 Stat. 1072, 2073, 1074, 1067, 1069, 1070,
sec. 1, 62 Stat. 534; 77U, S.-C. 1001 (a), 1002
“(b), 1003 (b), 1016 (d), 1018 (b), 1022)

§372.24 Other matters affecting pre-
liminary uarrangements and closing—
(a) Disposition of Farm Ownershwp loan
funds unezpended by transferors. Any
Farm Ownership loan funds remaining
m the supervised bank -account of the
transferors, to the extent necessary to
cover approved expenditures, will be
transferred-to a supervised bank.account
established for the {ransferees at the
‘time of tlosing the transfer. Any addi-
tional Farm Ownershnp loan funds re-
‘maming 1n -the transferors’ supervised

“bank account will be returned as a re=-
fund on the transferors’ Farm Owner=-

ship indebtedness prior to requesting a
statement of the transferors’ Farm Own«
ership account from the Aren Finance
Office.

(b) Loan funds obligated for itrans-
ferors. If funds have been obligated 1n
favor of the transferors for deferred farm
development, and such funds have not
been advanced, the obligation must bo
canceled. Withdrawing funds obligated
for the transferors for the, purpose of
making them available to the trang«
ferees is prohibited,

(¢) Farm development or enlargement
needs. In each transfer case, consider«
ation will be given to, and provision
made for, .such farm development or
enlargement as is necessary to bring the
unit up to minimum Farmr Ownership
standards. If necessary, & stbsequent
Farm Ownership loan will be processed
i favor of the transferees to complete
the planned farm development as ro-
flected in the Farm Development Plan
of the transferors or to jperform farm
development itemxs or enlargement do-
termined at the time of the transfer to
be necessary o make the unit an efflclent
family-type farm. Such & subsequent
loan will .be processed simultanecously
with ‘the transfer.,

(@) Tazes. Payment of taxes for tho
year in which the transfer takes placo
-should be considered by the transferors
and transferees in making preliminary
arrangements regarding terms of ‘tho
‘transfer. Any agreement for jproration
of the tax payment(s) should be noted
an Item .9 of Form FHA-§22, “Farm
Transfer Information.” If an agreec-
ment is reached to prorate the curront:
year’s taxes, the arrangement should
provide for & cash payment by the trang.
ferors from personal funds to the transe
ferees’in the agreed amount at the time
.of closing,

(e) Property insurance, Property in-
surance in effect .in the name of the
transferors may be canceled as of the
date of transfer and mew coverage takon
in the name of the transferees, offective
the same date. However, arrangements
may be made by the transferors and
‘transferees wherehy upon conveyance
of the property, any unexpired policy of
property insurance will Jbe assigned

(with the consent of the insurer) to theo
transferees. Any agreement with re-
spect to assigriment of the property in-
surance should be noted in Item 10 of
Form FHA-922, “Farm Transfer In-
formation.” Payment by the transferecs
to the transferors of an agreed amount
for assignment .of the unexpired prop-
erty insurance policy will not be paid
from Farm Ownership loan funds.

(f) Rent. If all or any part of the
Jbproperty is rented at the time of tho
transfer, .arrangements between the
transferors and transferees should pro-
vide for an equitable disposition of the
rents to be collected. .Any understand-
ing between them with respect to shav-
ing such rents should be noted in Item 12
of Form FHA-922,

(g) Collections .on pending transfers.
The transferors and {ransferets must
agree ‘that when collections are made
‘between the date of the certified stato-

» ment of account obtained in connection

-~
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with the transfer and the date of closing
the transfer, such collections will be
scheduled m the name of the trans-
ferees. Such an agreement is mcluded
m Form FHA-923. With respect to any
such collections, Form FHA-37, “Re-
-ceipt for Payment,” will be written in
the name of the transferees,

(h) Title defects. A supplementary
title examination will be required to de-
termine whether any claims agamst the
property have arisen without the ap-
proval of the Farmers Home Admmnistra-
tion subsequent to recording of the
security instruments held by the Farmers
Home Admmistration which secure pay-
menf{ of the obligations being assumed
by the transferees. Prior to conveyance,
the transferors must remove with per-
sonal funds any such claims.

() Transfer expenses. The transfer
of a farm which does not requre
enlargement ordinarily will involve ex-
penses for supplementary title examna-
tion, revenue stamps on the deed if a
substantial equity 1s conveyed, public
records search for personal charges
aganst the transferees, and recordation
of the transfer deed. Such expenses
should be paid by the transferors from
personal funds. Xf cureumstances re-
quire, they may be paid by the trans-
ferees either from personal funds or from
a service fee if one 1s mcluded 1n a sub-
sequent loan to the transferees.

(§) Tiile mmsurance. A new policy of
mortgagee’s title msurance need not be
obtained with respect to the land cov-
ered by the security istrument(s) held
by the Farmers Home Admnistration
unless the representative of the Office of
the Solicitor advises that the transaction
1s such that the existing policy of mort-
gagee's nsurance ‘becomes void. The
advantages of an owner’s policy should
be explamned to the transferees, but they
should be permitted to elect whether
they will procure a new one, pay from
personal funds the._{itle company's-
charges for effecting an assignment of
the transferors’ owner’s policy, or dis-
pense with owner’s title' nsurance. If
the farm bemg fransferred 1s {o be en~
larged, title clearance on the new tract
will be effected.

(k) Loan limitations. If a subsequent
loan 1s involved in connection with &
transfer, the transferees’ investment 1n
the farm will be computed as 1n the case
of an 1nitial Tenant Purchase loan and
the loan limitafions prescribed in Sub-
part B, Part 311 of this chapter will be
applicable. If no subsequent loan 1s 1n-
volved, the loan limitations prescribed
in Subpart B, Part 311 of this chapter
do not apply in connection with the
transfer,

(Secs. 1 (a), 2 (b), 3 (a) and (b), 42 (d),
44 (b), 48, 60 Stat. 1072, 1073, 1074, 1067,
1069, 1070; 7 U. S. C. 1001 (a), 1002 (b),
1003 (a) and (b), 1016 (d), 1018 (b), 1022)

§ 372.25 Preparation of transfer
docket wn county office—(a) Preliminary
arrangements between iransferors and
transferees. The transferors and trans-
ferees, 1n collaboration with the County
Supervisor, should reach preliminary un-
derstandings as to the terms under whieh
they desire to consummate the transfer,
taking into consideration Farmers Home
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Admnistration policies applicable to
farm transfers. When preliminary ar-
rangements, satisfactory to them and
consistent with such policies have been
agreed upon, their proposed trans-
action will be referred to the County
Committee for recommendations and
certification.

(b) Tentative transfer date. In ce-
lecting a tentative date for effecting the
transfer, reasonable allowance must be
made for all foreseeable time require-
ments, such as time required by the
County Committee for its deliberations,
procurement of a statement of account,
completion of the transfer docket, con-
sideration by the State Field Representa-
tive, processing in the State Office,
preparation of closing instructions, title
clearance, and compliance with closing
mstructions. Transfers will be closed,
if possible, on the actual date desirnated
by the State Director and entered on
Form FHA-97. If it is not possible to
consummate the transfer on this date,
it will be closed as soon thereafter as
possible, effective as of the designated
date. In no event will the closing be
effected prior to the date approved by
the State Director and entered on Form
FHA-97.

(c) Computation of equity. The
transferors and transferees may arrive
at the amount of equity that the trans-
ferees propose to pay to the transferors.
However, if the County Supervisor is
requested by the transferors or trans-
ferees to assist them in arriving at the
amount of the transferors' equity he will
render such assistance. In arriving at
the amount of equity which he’would
recommend as adequate, the County
Supervisor should take into consldera-
tion the amount of the outstanding Farm
Ownership indebtedness, the available
appraisal information, the operational
history of the farm since the orlginal
loan was made, and any other infor-
nration available to him. In no event
will the transfer be approved if the
amount of equity payment exceeds the
difference between the amount of the
outstanding Farm Ovmership indebted-
ness and the value of the property (see
§ 372.23 (d)) which is to be transferred.

(d) Certifications concerning transfer
of Farm Ownership farm. In each
transfer case the transferors and trans-
ferees will execute an original and one
copy of Form FHA-923. If a real estate
equity payment is involved, the amount
thereof will be entered on Form FHA-
923 in the space provided, therefor in
paragraph numbered 1. In case all or
any part of the real estate equity pay-
ment is to be made in property, it Wllle
be necessary that a determination be
made as to the value of such property
and the amount(s) thereof will be en-
tered on Form FHA-923 in the spaces
provided therefor in paragraph num-
bered 1. If no‘equity payment is in-
volved, a zero will be entered in the space
provided therefor on Form FHA-523.
‘There will also be entered on Form FHA-
923 1n paragraphs numbered 2 and 3
any amounts to be paid to the trans-
ferors for growing crops and for chattels.
If the County Supervisor and State Field
Representative agree with the amount
of real estate equity and the amount(s)
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for growing crops and chattels, if any,
reflected on Form FHA-923, they will
£lgn the original of the form in the space
for thelr respective signatures.

(e) Computation of transferors’ out-
standing Farm Ownership indebtedness.
The Area Finance Office will prepare a
statement of the transferors’ account on
Form FHA-835, showing separately the
date and amount of each advance. The
amount of unpaid prmmcipal, acerued m-
terest, and daily interest acerual may be
shown by totals for advances which bear
the same interest rate. The County
Committee will be informed of the total
amount of the unpaid principal and the
amount of interest that will accrue on
the transferors’ Farm Ownership loan as
of the proposed date of transfer.

() Earning capacity.reports. A cur-
rent earning capacity report will be pre-
pared on Form FHA-596, “Earmng
Capacity Report,” in connection with all
proposed farm transfers which involve:

(1) A loss to the Government, unless
there is available an earning capacity
report which was prepared within one
year prior to recertification of the farm
by the County Committee, and there
have been no significant physical
changes in the farm subsequent to prep-
aration of the report.

(2) A subsequent loan to the trans-
ferees, provided Part 333 of this chapter

.requires the submission of a current
earning capacity report.

(g) Review by Counfy Commitice.
The County Committee’s deliberations
will include, among other things:

(1) A determination as to whether the
transferees should assume liability for
the full amount of the outstanding Farm
Ownership indebtedness, considerings the
amount of the debt (principal and in-
terest) calculated to the proposed date
of transfer, and the amount and pro-
posed use of any Farm Owmership loan
funds unexpznded by the transferors
which are belng held for transfer to the
supervised banlz account of the frans-
ferees.

(2) Personal examination of the farm.

(3) Review of earning capacity re-
ports, operating records, and Farm De-
velopment Plans.

(4) Investigation of the eligibility,
including credit resources of the trans-
ferees.

(5) Consideration of matters perti-
nent to releasing the transferors i full
from personal Hability with respect to
thelr Farm Ownership indebtedness.

(h) Certification of applicant end
Jarm by County Committee, If the
the County Committee desires fo rec-
ommend transfer of the farm, it will
certify with respect to the transferees
and the farm on Form FHA-499, “Re-
certification by County Committee.”
Form FHA-499 will be completed as fol-
lows:

(1) The legal description of the com-~
plete farm proposed for acquisition and
development by the transferees will be
entered in Item 5. Thus, if the farm
proposed for transfer is to he enlarged,
the form with respect to which certifica~
tion is made will include land 1n addition
to that which secures payment of the
transferors’ indebtedness.
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(2) The amount which ithe ‘County
‘Committee finds 4o be the fair and reaw
‘sonable value of tthe farm described :in
Ytem 5, based on its normel-earning ca-
pacity after contemplated improvements
are made, 'will be entered in Item 6. If
-a, subsequent Farm Ownership loan fo
‘the transferees is 1nvolved, the amount
:entered in TItem ‘6 must mot exceed the
average value of efficient family<type
farm-managament 'units an the county,
as determined by the:Secretary of Agri-
-culture,

(3) Ttem 7 will 'be completed if a sub-
sequent loan -to ‘the transferees 1s an-
yolved; Ttems 7 and 9 will be stricken if
no subsequent Farm Ownership loan to
‘the transferees as involved.

(4) The County Committee’s recom-
‘mendation as to the amount of the:out-
standing Farm Ownership mdebtedness,
~which should be assumed by the irans-
Terees will ‘be entered 1 Item 3B8. If
assumption of liability for :the full
amount outstanding (primcipal and in-
sterest) :ds recommended, the -word
“ATI,” will be mserted; otherwise, the
amount recommended will be entered.

(1Y If ‘the transfer anvolves :an equity
payment to ‘the transferors, the trans-
ferees must assume linbility for the full
amount of the outstanding andebiedness.

(i) If no equity payment to the
transferors is anvolved, the transferees
will ‘be expected to assume liability for
an amount equal tothe fair-and reason-
:able value of the farm, based upon its
mormal earning -capacity, as-certified 1n
Item 6, 1ess all :expenses of -enlargement
and deveiopment 1o be mcurred by the
transferees except.such -expenses as will
berpaid from anyFarm Ownership funds
gemaining in the transferors’ supervised
bank .account wihnich sre :approved for
‘4ransfer -with the farm.

(5) If the County Committee believes
‘that the transferees cannot beexpected
reasonably towetire -the real -estate obli-
pations'to be assumed withmn the mperod
-of time remaining under the transferors’
existing agreement(s) with the Govern-
ment, the .County -Committee will red-
commend the-shortest period of time fol-
Jowing -consummation of the fransfer in
which the transferees .can be .expected
to retire the obligations. The County
«Committee will attach t6 Form FHA-499
a written statement indicating the facts
which, in the County Committee’s .opimn-
don, mecessitate «exfension .of the repay-
.ment period.. If -a subsequent Farm
Ownership loan 1s made to the trans-
ferees in connection with the transfer,
the subseguent loan will be .amortized so
as to mature withmn one year.of, but not
later than, the due date of the final an-
stallment under the .assumption .agree-
ment,

‘(1) Release ;from personal liabilily.
In connection with all fransfers, the
County Committee must recommend
termsfor release of the transferors from
personal liability upon tlosmmg of the
transaction. Such recommendation and
certification will be made i1n ‘'z separate
signed statement or signed mider ‘which
will be attached to Form FHA~499, If
the County:Committee feels that & «cer-
tification as ito the :zood faith of the
transférors is unwarranted, :a transfer
at less than the full amount-of the out-
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standing Farm :Ownership andebtedness
«cannot (be .approved .and, -therefore, will
mot berecommended by:the County Com-
mitteeunderdhis subpart. In such case,

a'method of liguidation other thantrans--

fer will be rused.

(i) Transfer docket. The transfer
docket forms will be prepared an the
-Counfy Office, .and except as .otherwise
:provaded ‘by this subpart -will include
Forms FHA-197, “Application for FHA
-Services”+ TFHA-308, ‘“Initial Family
Status Report”* FHA-596, “Earming Ca-
pacity Report”: FHA-14, “Farm and
Home Plan”- FHA-14A, “Long-Time
Farm .and Home Plan”* ¥HA-317,
“Agreement’” - FHA-499, “Recertification
by County Committee' - FHA-835, “Cer=
tified Statement of .Account”* FHA-165,
*“Variable Payment Agreement”* FHA-
923, “Certifications Concerning Transfer
wof Farm Ownership Farm’* FHA-922,
“Farm Transfer Information”* “Recom-
mmendation of County Committee for Re-
Jease of Transferors”* and FHA-476,
““Transmittal and Flow Sheet.”

(k) Preparation of subsequent loan

«docket. If a subsequent Farm Owner=-
:ship loanus requested 1n connection with
the transfer, the subsequent loan docket
will contaimn all forms which arewrequred
an Part 338 of thus chapter, except Form
FHA-176, “Request for Reamortization
of Farm Ownership-Loan,” Form FHA-
493, “Equity Determination -and Tract
WValuation,” .and those ‘which are :con-
tained 1n the transfer «docket. In such
‘cases, Form. FHA-499, “Recertification
by County Committee,” tontamned 1 the
transfer docket, will €limnate the neces-
sity of including Form FHA-491, “County
‘Committee Certification,” in the subse-
«quent- loan docket,
(Secs. 1 (a), 2 (b), 3 (a) and (b), 42 (d),
44 (a) (3), 44 (b), 48, 60 Stat. 1072, 1073,
1074, 1067, 1068, 1069, 1070; 7 U, S.'C. 1001
{(a), 1002 (b), 1003 (a) and (b), 1016 (d),
1018 (a) (3), 1018 (b), 1022)

8372126 Approval und closing of
transfers—(a) Review by State Field
Representative. The State Field Repre-
sentative will, in each case m which he
conswders it necessary, inspect the farm,
interview -the transferees, and discuss
with them therwr plan of operation. If
the State Field Representative recom-
mends the ‘transfer, his recommenda-
‘tions will be en‘tered on Form FHA-~476
in the space headed “Comments of Ap~
proving Officials.” "The State Field Rep-
resentative will sign Form FHA-923 in
‘the .space provided therefor, imitial his
Tecommendations on Form FHA-476,
and forward the docket to ‘the State Di-

§ rector. If he does mot recommend the

transfer, hewill return the docket to the
‘County ‘Superwvisor with his comments.

(b) Actionsdy Stale Office. "The State
Director will review the docket and other
material pertaimng to the case and 'will
ascertain whether the ‘transfer should:
‘be approved or disapproved. If the
‘State Director agrees with the amount of
Teal estate ‘equity proposed for payment
and ‘the amouni(s) for growing crops
and chattels, if any, he will indicate his
approval by signing Form FHA-923, in
ithe space provided therefor. In connec-
tion with his review, fhe State Director
will des1g9ate the date on which convey=

ance of the farm will take place. -Theo
«ate selected also will be the dato on
swwhich the transferees will .assume per-
sonal liability and the fransferors will
‘be released therefrom. If the State
Director determines the transfer.should
‘e approved, he will‘prepare Form FIA-
97 and Form FHA-437. However, in
Worth Carolina and Wisconsin, if the
farm represents an asset of the State
Rural Rehabilitotion Corporation and
the proposed transfer is for less than the
full amount of the -outstanding Farm
«Ownership indebtedness, the State Di-
ector, prior to preparing Form FHA-H7
-and Form FHA-437, will obtain the
swritten consent of the approprinte officor
of the Corporation, which written con-
.sent will be placed in the transferees’
State Office case folder., If & subsequent
Farm Ownership loan to the transfercey
in connection with the transfer is ine
volved, the ‘State Director will slgn tho
.original-of Form FHA~-668, “Loan Agreo=
‘ment and Request for Funds.” Tho
State Director or his delegate will pro-
pare & memorandum to the appropriate
representative of the Office of the Sollc~
itor, a copy of -‘which will be forwarded to
the appropriate County Supervisor. Tho
memorandum will include:

(1) A full statement of the terms and
iconditions under which transfer of tho
farm is to be .consummated, including
the date assigned by the :State Director
for conveyance of the property, terms
governing release of the transferors from
personal liability, terms approved for
payment of equity, if any;

(2) A statement of the State Dlreo-
dor's determination as to the eligibllity
©f the transferees, including their in-
ability to obtain credit;

(3) An indication of any differences
between ‘the transaction as proposed in
the county .and the transaction as ap-
proved by the State Director; and

4) A request -for preparation of
mecessary legal instruments and -olosing
anstructions for use by the County
Supervisor.

(c) Legal review and closing instriuc-
stions, Upon receipt and review of the
«docket, the representative of the -Offico
of the SOHcitor, if he approves the pro-
posed transaction as to legality, will
prepare closing dnstructions, and such
Jegal documents as will be required in
connection with closing, rexcept thoso
which the closing instructions may indi-
cate are to be prepared by @ local at-
torney, if -.one is fo supervise the-closing,
:and forward them to the County Super-
wisor. Except 4dn Liouisiana, the trans-
ferees will not be required fo:exeoute o
mortgage or other security instrument
to secure the obligations covered by
assumption agreements, However, if the
State Director deems it desirable in pare
ticularly complicated :cases, he may ro-
quire & promissory note, bond, mortgago,
or other security instrument in addition
to Form FHA-97, In Louisiana, the
fransferees will execute a new mortgage,
which, will be effective simultancousiy
with the.deed of conveyance, as seourity
for -the obligations assumed under the
assumption agreement. The fransferces
also will execute such supplementoxry
evidences of debt as may be necessary
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for proper identification of the debt with
the new mortgage.

{d) Closing iransfer The County
Bupervisor will proceed with closmg the
transfer, and the subsequent loan if one
1s mmvwolved i1n conection with the trans-
fer, 1in accordance with the closing “in-
structions tfransmitted to him by the
representative of the Office of the So-
Ticitor. If for any reason he 15 unable
1o do thas, he will advise the representa-
tive of the Office of the Solicitor before
proceeding further. When the frans-
ferees have signed the origmnal and one
£opy of Form FHA-97, the deed of con-
veyance has been filed for record, and
the closing mshructions othervnse ful-
filled, the County Supervisor will trans-
mit to the representative of the Office of
the Solicitor information and documents
pertinent to the closing as required by
the closing mstructions. The County.
Supervisor will process Form FHA-497,
“Notification of First Payment Date,” in
connection with any subseguent loan.
If the representative of the Office of the
Solicitor finds that the requirements of
the closing instructions have been sat-
1sfied properly, he will so certify to the
State Director. The State Director then
will execute, on behalf of the Govern-
ment, Form FHA-97 and Form FHA-437.
Execution of Form FHA-97 will consti-
‘tute the State Director’s formal approval
of the transfer. Form FHA-437 will be
delivered to the transferors as evidence
of theiwr release from personal liability.

[sEAL] R. B. McLEAISH,
Admamsirator
Farmers Home Admwnistration.

Jovry 31, 1953. g
Approved:

Trpe D. AIORSE,
Acting Secretary of Agriculture.

{F. B. Dov. 53-7122; Filed, Aug. 12, 1953;

FEDERAL REGISTER

{8ec. 4, 62 Stat. 1070, o5 amended; 16 7. 8. C.
Sup. 714h, Interprets or onplics coe §, €2
Stat. 1072, cees, 301, 401, 63 Etat, 1033; 15
T. 8. C. Sup. 714¢, 7 U. 8, C. Sup. 1447, 1421)

Issued this 10th day of Aurust 1953,

[sear] Howarp H. Gonrpor,
Executive Vice President,
Cominodity Credit Corporation.

Approved:

Jormr H. Davis,
President,
Commodity Credit Corporation.

[¥. B. Doe, 53-T137; Flled, Auz. 12, 19803;
8:54 a, m.]

Q

11853 C. C. C, Grain Prica Support Bulletin 1,
Supp. 1, Amdt, 1, Oats)

PART 601—GRAINS AND RELATCD
COMMIODITIES

SuBPART—1953 CrOp OATS LA AND
PURCHASE AGREEMENT PROGRAZL

SETTLELIERT

The regulations issued by the Com-
modity Credit Corporation (13 F. R.
1973) containing the specific rerulations
for the 1953-crop oats price support pro-
gram are hereby amended as follows:

Section 601160 (a) (2) is amended by
deleting the period at the end thercof,
inserting a colon and adding: “Provided,
hiowever That If such oats are cold by
CCC in order to determine the marlket
price the settlement value shall not be
Jess than such sales price.”

{Sec. 4, 62 Stat. 1070, us amended; 157, 8. C.
Sup. 7T14b. Interprets or applies cee, 5, 62
Stat. 1072, cees. 301, 401, 63 Stat, 1053; 13
T. 5. C. Sup, Ti14c, 7 U. 6. C. Sup. 1447, 1421)

Issued this 10th day of Aurust 1953.

8:51 a. m.] [sEAL] Howarp H. Gonroo:r,
Ezxecutive Vice President,
Commodity Credit Corporation.
.
Chapter IV—Production und Market-  Approved:

ing Admmistration and Commodity Jomx D

Credit Corporation, Department of °p,f,§;1en§fzs'

Agriculture Commodity Credit Corporation.

Svbchapter C—Loans, Purchases, and Other I¥. R. Doc, 53-7138; Filed, Auz. 12, 1953;

Operations 8:564a.m.]

-{1953 C. C. C. Grain Price Support Bulletin 1,
Supp. 1, Amdt. 1, Grain Sorghums]

ParT 601—GRAINS AND RELATED
COILILMODITIES

SusparT—1953 Crop GRAIN. SORGHULIS
1.0AN AND PURCHASE AGREEMENT PRO-
GRATLL

SETTLELIENT

The regulations issued by the Com-
modity Credit Corporation, (18 F. R.
1969) contemning the specific regula-
tions for the 1953-crop grain sorghums
price support program are hereby
amended as follows:

Section 601.135 (a) (2) 1s amended by
deleting the period at the end thereof,
mserting 4 colon and adding: “Provided,
however That if such grain sorghums
are sold by CCC in order to.determune
the markef price the settlement value
shall not be less than such sales price.”

No. 158—-3

2

[1953 C, C. C. Grain Prics Support Bulletin 1,
Supp. 1, Amdt, 1, Rye}

Parr 601—GranS AMD RCLATED
COLIIIODITIES

SuBPART—1953 Crop RYE Loarr amp
PURCHASE AGREEMENT Prosnare

SETILELERT
The regulations issued by the Com-

.modity Credit Corporation (18 P R.

1979) containing the specific rezulations
for the 1953-crop rye price support pro-
gram are hereby amended as follows:
Section §01.210 (2) (2) is amended by
deleting the period at the end thereof,
inserting a colon and adding: “Provided,
however, That i such rye is cold by CCC
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in order to determine its markeb price
the settlement value shall nob be lszs
than such sales price.”

(See. 4, €2 Stat. 1670, as amended; 15 0. S. C.
Sup. 714b. Intcrprets or opplies see. 5, 62
Stat. 1072, coco. 301, 401, €3 Stat. 1033; 15
U. 8. C. Sup. 714c, 7 U. 8. C. Sup. 1447, 1421)

Xssued this-10th day of August 1953.

[seaLl Howarb H. Gonporx,
Ezxecutive Vice President,
Commadity Credit Corporation.

Approved:

Jomm H. Davis,
President,
Commodity Credit Corporction,

[F. R. Doc. §3-7139; Filed, Aug. 12, 1953;
8:54am]

TITLE 7—AGRICULTURE

Chapter [X—Production and Mar-
keting Administration (Marketing
Agreements and Orders), Depart-
ment of Agniculfure

[Docket No. AO-240]

PanT 985—Mnx nr THE MUSKEGON,
DMrcHrGar, MARRETING AREA

ORDER REGULATING HANDIING

Eee,
985.0 Findings and determinatfons.
DEFINITIONS
883.1 Act.
9852 Seccretary.
08853 U. 8. D. A,
8354 Porgon,
085.5 Muckegon, XMlchizan, marketing
area.
085.6 Pgol plant,
8357 Handler,
085.8 Prcducer.
085.9 Producer-handler.,
08310 Other cource milkz.
835,11 Cooparative accoclation,
23312 Baca,
63513 Barte milk,
63514 Excocs milk,
TIARIET ADMIMTISTRATOR
63520 Designation.
93521 Powers.
03522 Dutles.
LoPOTYS, ROCOTIDS, AND FACILITIES
88550 MMonthly reports of recelpts and
utiization.
€3531 Other reports.
03532 Records and fecliities,
08533 Retention of records.
CLASSIFICATION
98340 £him milk and butterfat to ks
clacsified.
93541 Clasces of utiiization,
88542 SBhrinkare,
83343 ‘Transfers.
93544 Recponsibility of handlers.
83545 Computation of skim milk and
butterfat in each clacs.
83546 Allgeation of butterfat classified.
035.47 Allocation of ckim millz clacsified.
oo rorces
8353.50 Boasic formula prico,
83551 Clacs I milk price.
93552 Clacs II milk price.
025,563 Handler butterfat differentials,
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DETERMINATION OF UNIFORM PRICE
Sec.
985.60 Handler operating & plant which Is
not a pool plant.
985.61 Computation of value of producer
milk for each handler.
985.62 Computation of the 3.5 percent
value of all producer milk.
985.63 Uniform price.
985,64 Excess milk price.
985.65 Computation of the base milk price.
985.66 Notification.
BASE RULES
985.70 Determination of base.
985,71 Application of bases.
PAYMENT FOR MILE
085.80 Time and method of payment.
986.81  Producer butterfat differential.
085.82 Producer-equalization'fund.
085.83 Payments to the producer-equali-
zation fund.
085.84 Payments out of the producer-
equalization fund.
985.85 Expense of administration.
985.86 Marketing services.
ADJUSTMENT OF ACCOUNTS
985.90 Payments.
98591 Overdue accounts.
APPLICATION OF PROVISIONS
985,100 Milk caused to be delivered by co-
operative assoclations.
986.101 Handler exemption.
985,102 Producer-handler.

TERMINATION OF OBLIGATIONS
985.110 Termination of obligations.
EFFECTIVE TIME, SUSPENSION, OR TERMINATION

985.120 Effective time,

985.121 When suspended or terminated.
985,122 Continuing obligation.

985.123 Liquidation.

MISCELLANEOUS PROVISIONS

985.130 Apgents.
086.131 Separability of provisions.

AvTHORITY: §§985.1 to 985.131 issued un-
der sec. b, 49 Stat. 753, as amended; 7 U. S. C,
and Sup. 608c.

§ 985.0 Findings and determinations—
(2) Findings upon the basis of the hear-
mng -record. Pursuant to the provisions
of the Agricultural Marketing Agreement
Act of 1937, as amended (7 U. S. C. 601
et seq.) and the applicable rules of prac-
tice and procedure, as amended; govern-
ing the formulation of marketing agree-
ments and marKeting orders (7 CFR Part
900) & public hearmg was held upon a
proposed marketing agreement and a
proposed order regulating the handling
of milk in the Muskegon, Michigan,
marketing area. Upon the basis of the
evidence infroduced at such hearmng and
the record thereof, it 1s found that:

(1) The said order and all of the terms
and conditions thereof, will tend to
effectuate the declared policy of the act;

(2) The parity prices of milk produced

for sale 1n the said marketing area as
determined pursuant to section 2 of the
act are not reasonable in view of the
price of feeds, available supplies of feeds
and other economic conditions which
affect market supplies of and demand
for such milk, and the mimimum prices
specified in the order are such prices as
will reflect the aforesaid factors, insure a
sufficient quantity of pure and whole-
some milk and be 1n the public interest;

(3) The said order regulates the han-
dling of milk in the same manner as-and

RULES AND -REGULATIONS

15 applicable only to persons in the re-
spective classes of industrial and com-
mercial activity specified 1n & marketing

~ agreement upon which a hearing has

been held;

(4) Al milk and milk products han-
dled by handlers, as defined 1n this
order, are in the current of interstate
commerce or directly burden, obstruct, ox
affect interstate commerce 1 milk or its
products; and

(5) It 1s hergby found that the neces-
sary expenses of the market administra-

-tor for the mamtenance and functioming
of such agency will require the payment
by each handler, as his pro rata share of
such expense, 4 cents per hundredweight
or such amount not exceeding 4 cents
per hundredweight as the Secretary may
prescribe, with respect to all receipts
withm the month of milk from pro-
ducers and other source milk which 1s
classified as Class I milk.

(b) Additional findings. In view of
the fact thaf this order will constitute
the original imposition of e regulatory
program of this nature for the market,
the provisions other than those relating
to prices and payments to. producers
should be put mnto effect prior to the
effective date of the provisions relating
to prices and payments to producers, in
order that handlers may have opportu-
nity to make necessary adjustments in
thewr accounting and other operational
procédures to conform with a‘ll-provxsmns
of the order. Reasonable time will have
been afforded parties to prepare to com-
ply with the aforesaid provisions. It is
hereby found and determmned, 1in view
of the aforesaid facts and circumstances
that good cause exists for making all of
the terms and provisions of this order
except §§985.22 (§) 985.50 through
985.66, 985.80 through 985.84, and.985.86
-through 985.91 effective on September 1,
1953 and that it would be contrary to
the public mterest to delay such effec-
tive date beyond that specified.

(¢) Determwnations. It is hereby de-
termimed that handlers (excluding co-
operative associations of preducers who
are not engaged 1n processing, distribut-
g or shippmg milk covered by this order
whach 1s marketed within the Muskegon,
Michigan, marketing area) of more than
50 percent of the milk which 1s marketed
within the said marketing area, refused
or failed to sign the proposed marketing
agreement regulating the handling of
milk 1n the said marketing drea, and it
1s hereby further determined that:

(1) The refusal or failure of such han-
dlers to sign said proposed marketing
agreement tends to prevent the effectua-
tion of the declared policy of the act;

(2) The 1ssuance of this order 1s the
only practical means, pursuant to the de-
clared policy of the act, of advancing the
interests of producers of milk which 1s
produced.for sale in the said marketing
area, and

(3) The 1ssuance of this order 1s ap-
proved or favored by at least two-thirds
of thg producers who participated in a
referendum on the-question of approval
of its 1ssuance and who during the deter-
mmed representative period (April, 1953)
were engaged in the production of milk
for sale in the said marketing area.
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Order relative to handling. It is
therefore ordered that on and after tho
effective date hereof the handling of milk
in the Muskegon, Michigan, marketing
area shall be in conformity to and in
compliance with the following terms and
conditions as set forth below.

DEFINITIONS

§985.1 Act. “Act” means Public Act
No. 10, 73d Congress, as amended and as
reenacted and amended by the Agricul-
tural Marketing Agreement Act of 1037,
as amended (7 U. S. C., 601 et seq.)

§ 985.2 Secretary. “Secretary’ means
the Secretary of Agriculture of the United
States, or any other officer or employee
of the United States, authorized to ex-
ercise the powers or to perform the
duties of the Secretary of Agriculture.

§9853 U S. D. A, “U. 8 D. A"
means the United States Department of
Agnculture.

§ 985.4 Person. “Person” means any
individual, partnership, corporation, ag=
sociation, or any other business unit.

' §985.5 Muskegon, Michigan, market=
ing area. ‘“Muskegon, Michigan, mar-
keting area” referred to in this subpart
as the “marketing area” means all terri-
tory, including incorporated municipall-
ties, within Muskegon County and within
the outer boundaries of the following
townships of Ottawa County, In tho
State of Michigan:

Chester. Polkton,
Crockery. Spring Lake.
Grand Haven.

§985.6 Pool plant. “Pool plant”

means a plant (except one which is
exemptéd pursuant to §985.101) from
which either (1) 20 percent or more of
the total milk received at such plant dur-
mg the month is disposed of in the mar-
keting area as Class I other than to
another pool plant, or (2) 20 percent or
more of the total milk recelved from
dairy farmers at such plant during the
month is moved to & pool plant(s) as
described in (1) above.

§985.7 Handler “Handler” means:

(a) A personwho operates a pool plat
or a plant in which milk is pastourized
or packaged and from which Class I
milk is disposed of in the marketing area.

(b) A cooperative association with re-
spect to milk customarily received by a
handler as described under paragraph
(2) of this section, which is diverted to
a non-handler for the account of tho
association.

§985.8 Producer “Producer” means
any dairy farmer whose milk is delivered
from his farm to a pool plant, or to any
other plant by diversion from & pool
plant for the account of a handler.

§985.9 Producer-handler “Produc=
er-handler” means a person who is
g handler and who produces milk, but
receives no milk from other producers or-
from a cooperative association.

§985.10 Other source milk. "“Other
source milk” means all skim milk and
butterfat in any form received at o
handler’s plant other than from pro-
ducers or from & pool plant.
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§ 985.11 Cooperative assccuation. “Co-
operative association” means any co-
operative marketing association of pro-
ducers, duly organized as such under the
laws of any State, which the Secretary
determines:

(a) Is qualified under the standards
set forth in the act of Congress of Feb-~
ruary 18, 1822, as amended, known as
the “Capper-Volstead Act”-

(b) Has full authority in the sale of
milk of its members; and

(c) Is engaged in making collective
sales or marketing milk or its products
for ifs members.

§985.12 Bagse. “Base” means a guan-
tity of milk, expressed i pounds per
day, determuned for each producer as
provided 1 § 985.70.

§985.13 Base milk. “Base mi1lk”
means milk delivered by a producer each
month which 1s not 1n excess of his base
multiplied by the number of days on
which milk is delivered during the
month, and all milk delivered by a pro-
ducer prior to February 1, 1954,

§985.14 Ezxcess milk. “Excess milk"”
means milk delivered by a producer each
month 1n excess of his base milk,

MARKET ADMINISTRATCR

§ 93520 Deswnation. The agency
for the admimstration of this subpart
shall be a market adminstrator, selected
by the Secretary who shall beaentitled
to such compensation as may be deter-
mined by, and shall be subject to re-
moval by, the Secretary.

§985.21 Powers. The market admin-
istrator shall have the following powers
with respect to this subpart:

(a) To admnster its terms and pro-
visions;

(b) To receive, imnvestigate, and report
to the Secretary complaints of violation;

(¢) To make rules and regulations to
effectuate its terms and provisions;

{d) To recommend amendments to
.the Secretary.

§085.22 Duties. The market admin-
“istrator shall perform all duties neces-
sary to admumster the terms and
provisions of this subpart, including, but
not limited to, the following:

(a) Within 30 days following the date
on which he enters upon s duties,
execute and deliver to the Secretary a
bond, effective as of the date on which he
enters upon such duties and conditioned
upon the faithful performance of such
duties, In an amount and with surety
thereon satisfactory to the Secretary-

{b) Employ and fix the compensation
of such persons as may be necessary to
enable lim to administer its terms and
Provisions;

(c) Obtamn a bond in a reasonable
amount and with reasonable surety
thereon covering each employee who
handles funds entrusted to the market
admimstrator;

() Pay, out of the funds provided by
§ 985.85:

(1). The cost of his bond and of the
bonds of his employees,

(2) His own compensation, and

(3) All other expenses, except those
incurred under § 985.86, necessarily mn-
curred by lum i1n the maintenance and
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functioning of his office and in the per-
formance of his duties;

{e) Xeep such books and records as
will clearly reflect the transactions pro-
wvaded 1n this subpart, and, upon request
by the Secretary, surrender the same to
such other person as the Secretary may
designate;

(f) Publicly announce, unlezs other-
wise directed by the Secretary, the name
of any person who, within 10 days after
the day upon which he is required to per-
form such acts, has not made (1) reports
pursuant to § 985.30 and § 935.31, or (2)
payments pursuant to §9835.80 and
§ 985.83;

(g) Calculate a base for each producer
in accordance with § 985.70 and advise
the producer and the handler recelving
the millz of such base;

(h) Submit his books and records to
examunation by the Secretary and {fur-
msh such information and reports as
may be reguested by the Secretary;

(i) Audit records of all handlers to
verify the reports and payments required
pursuant to the provisions of this sub-
part; and

(j> Publicly announce the prices de-
termuned for each month,as follows:

(1) On or before the 5th working day
of each month, the minimum class prices
for the preceding month computed pur-
suant to §§ 98551 and 935.52, and the
handler butterfat differential computed
pursuant to § 985.53, and

(2) On or before the 11th day of each
month the uniform price, the price for
base milk and the price for excess milks
for the preceding month, computed pur-
suant to §§985.62, 9£5.63, and 935.64,
and the producer butterfat differential
computed pursuant to § 985.81.

REPORTS, RECORDS AND FACILITIES

§ 985.30, Zfonthly reports of receipts
and utilization. On or before the 5th
working day of each month, each han-
dler who operates a pool plant shall
report to the market administrator, for
the preceding month, in the detail and
on forms prescribed by the market ad-
munistrator, the receipts at his pool
plant from each of the following cources
and the quantities of butteriat and skim
milk contained in such receipts; the
utilization of such receipts; and such
other information with respect to such
receipts and utilization as the market
admimstrator may prescribe;

(a) All producer milkreceived, includ-
ing diverted producer milk;

(b) Al skim milk and butterfat in
any form received from each other
handler; and .

(c) All other source milk received ex-
cept any non-fluid milk product which
1s disposed of in the same form as
received.*

§985.31 Other reports. (’) Each
producer-handler and each handler who
does not operate a pool plant shall make
reports at such time and in such manner
as the market sdministrator may re-
quest.

(b) On or before the 20th day of each
month each handler who recelved millc
from producers shall report his producer
payroll for the preceding month which
shall show*
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(1) The pounds of base millk and
pounds of exzcess millz received from
ezch producer, and the percentase of
butterfat contained therein;

(2) The amount and date of payment
to each producer, or to a cooperative
association; and

(3) The nature and amount of each
deduction or charge involved in the pay-
ments referred to in subparagraph (2) of
this paragraph.

§985.32 Records and facilitics. Each
handler shall maintain and make avail-
able to the market admimstrator dunnz
the usual hours of business, such ac-
counts and records of all of his opera-
tions and such facilities as are necessary
to verify reports or to ascertain the cor-
rect information with respect to (a) the
receipts and utilization or disposition
of all skim millk and butterfat received,
includinz all milk products received and
dispozed of in the same form; (b) the
welghts and tests for butterfat, skim
miliz and other contents of all milkt and
milk products handled; and (c) pay-
ments to producers and cooperative
associations.

§985.33 Retention of records. All
books and records reguired under this
subpart to ba made available to the mar-
ket administrator shall be retammed by
the handler for a period of three years
to bezin af the end of the month to
which such books ard records pertain:
Provided, That, if within such three-year
perlod, the market administrator noti-
fles a handler in writing that the reten-
tion of such books and records is neces-
sary In connection with a proceeding
under section ¢ (15) (A) of the act or
a court action specified in such notice,
the handler shall retain such books and
records until further written notification
from the market administrator., The
market administrator shall sive furthier
written notification to the handler
promptly upon the termination of the
litization or when the records are no
longer necessary in connection there-
with,

CLASSIFICATION

§935.40 SIim mill: and butterfat to
be classified. All skim milk and butter=-
fat received at a pool plant (a) 1n millz
from producers or from a cooperative
assoelation, (b) in any form from other
handlers and (¢) in other source miik
reguired to be reported pursuanf to
$ 935.30, shall be classified (separately
as skim milk and butterfat) in the
classes set forth in § 985.41.

983541 Classes of utilization. Sub-
ject to the conditions szt forth in
88 905.42 and 985.43 the classes of utili-
zation shall bz as follows:

(a) Clacss I utilization shall be all skam
milk and butterfat (1) dispozed of for
consumption in fluid form as millz, skim
milk, buttermills, flavored milk, sweet or
sour cream, and (2) not accounted for
as Class I utilization.

(b) Class II utilization shall be all
skim millz and butterfat, (1) used to pro-
duce ice cream, ice cream mix, or cottage
cheeze, whole or skammed condensed or
evaporated milk (sweetened or unsweet-
ened) in bulk or in hermetically szaled
cans, cheese, dried whole milk, non-fat
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dry milk solids, or butter: (2) mn actual
shrinkage of skim milk and butterfat in
milk recerved from producers, but not to
exceed 2 percent of such receipts; (3) 1n
actual shrinkage in other source milk;
and (4) in skim-milk authorized by the
market admimstrator to be dumped or
accgunted for as disposed of as livestock
feed.

§ 985.42 Shrinkage. (as; If producer
milk is utilized in conjunction with other
source milk, the shrinkage shall be allo-
cated pro rata between the receipts of
skim milk and butterfat in producer milk
and in other source milk.

(b) Shrinkage on producer milk shall
be computed on that quantity of milk re-
cewved directly from producers. Shrink-
age shall be computed on diverted pro-
duli:lc:r nmilk at the plant receiving such
milk,

§ 985.43 Transfers. (a) Skim milk
and butterfat disposed of from a pool
plant to another pool plant in the form
of milk, skim milk or cream shall be Class
I utilization unless Class IT utilization 1s
indicated by the operators of both plants
in thewr reports submitted pursuant to
§ 985.30: Provided, That in no event shall

the amount so classified as Class IT be.

greater than the amount of producer
milk used in such class 1 the pool plant
of the-transferee handler after ‘allocat-
mg other source milk in such plant in
series beginning with the lowest priced
utilization.

(b) Skim milk and butterfat moved
in the form of milk, skim milk or cream
from & pool plant to a handler described
in § 985.101 or to a plant not a pool plant
shall be Class I utilization unless all of
the following conditions are met:

(1). Class IT utilization 1s indicated by
the operator of the pool plant mn his
report submitted pursuant to-§ 985.30.

(2) The operator of such nonpool
plant in the month of such movement
had actually used an equivalent amount
of skim milk and butterfat in Class II,
or moved such amount to another non-
pool plant which meets the requirements
of subparagraph (3) of this paragraph
and utilized in the month an equivalent
amount of skim milk and butterfat i
Class II.

(3) The operator of the nonpool plant
maintains books and records which are
made available for examination upon
request by the market administrator and
which are adequate for the verification
of such class IT utilization.

§985.44 Responsibility of handlers.
All skim milk and butterfat shall be clas-
sified as Class X utilization unless the
handler who first receives such skim milk
or butterfat proves to the market admin-
istrator that such skim milk or butterfat
should be classified otherwise.

§ 985.45 Computation of skem milk and
butterfat in each class. For each month
the market admimstrator shall correct
for mathematical and obvious errors the
monthly report submitted by each’ han~
dler and compute the total pounds of
skim milk and butterfat, respectively, in
Class I and Class II utilization for each
handler.

RULES AND REGULATIONS

§ 985.46 Allocation of dbutterfat classi-
fied. 'The pounds of butterfat remaimng
after making the followaing computations
shall be the pounds in each class allo-
cated to milk received from producers:

(a) Subtract from the total pounds of
butterfat 1n Class II utilization, the
pounds of butterfat shrinkage_allowed
pursuant to § 985.41 (b) (2)

(b) Subtract from the total pounds of
butterfat remaming i each class, in
series begmming with the lowest-priced
utilization, the pounds.of butterfat in
other source milk;

(c) Subtract from the pounds of
butterfat remainmg mn each class, the
pounds of butterfat received from other
handlers 1n such classes pursuant to
§985.43 (a) and

(d) Add to the remaming pounds of
butterfat mm Class II utilization the
pounds subtracted pursuant to para-
graph (a) of this section;

(e) If the remaining pounds of butter-
fat.an both classes exceed the pounds of
butterfat in milk received from produc-
ers, subfract such excess from the re-
mamng pounds of butterfat in each
class 1n series, beginning with the low-
est-priced utilization,

§985.47 Allocation of skim milk
classified. Allocate the pounds of skim
milk in each class to milk received from
producers i a manner similar to that
prescribed for butterfat m § 985.46.

MINIMUM PRICES

§ 985.50 Basic formula price.~ The
basic formula price to be used in deter-
mining the price per hundredweight of
Class I utilization shall be the highest of
the prices computed pursuant to para-
graphs (a) (b) and (¢) of this section.
section.

(a) The average of the basic or field
prices per hundredweight réported to
have been paid, or to be paid, for milk
of 3.5 per cent butterfat content received
from farmers during the month at the
following plants or places for which
prices have been reported to the market
admmmstrator or to the U. S. D. A..

Present Operator and Location

Borden Co., Mount Pleasant, Mich.
Carnation Co., Sparta, Mich,

Pet Milk Co., Hudson, Mich.

Pet Milk Co., Wayland, Mich.

Pet Milk Co., Coopersville, Mich.
Borden Co., Greenville, Wis.

Borden Co., Black Creek, Wis.

Borden Co., Orfordville, Wis.

Borden Co., New London, Wis.
Carnation Co., Chilton, Wis.
Carnation Co., Berlin, Wis.

Carnation Co., Richland Center, Wis.
Carnation Co., Oconomowoc, Wis,
Carnation Co., Jefferson, Wis.

Pet Milk Co., New Glarus, Wis, a

Pet Milk Co., Belleviile, Wis. «
‘White House Milk Co., Manitowoe, Wis,
White House Milk Co., West Bend, Wis.

(b) The price per hundredweight
computed by adding together the plus
values computed pursuant to subpara-
graphs (1) and (2) of this paragraph;

(1) From the simple average, as com-~
puted by the market admmustrator, of
the daily wholesale selling prices (using
the midpomt of any price range as one
price) of Grade A (92-score) bulk

creamery butter per pound at Chicago
as reported by the U. S, D. A. during the
month: svbtract 3 cents,.add 20 percont
thereof and multiply by 3.5.

(2) Prom the simple average as coms-
puted by the market administrator, of
the weighted averages of carlot prices
per pound for nonfat dry milk solids,
spray and roller process, respectively, for
human consumption, £f. 0. b. manufac-
turing plants in the Chicago area, as
published for the period from the 26th
day of the immediately preceding month
through the 25th day of the current
month by the U. 8. D, A, deduct 5.5
cents and then multiply by 8.2,

(¢) The average of the prices per hun.
dredweight reported to have been pald, ot
to.be paid, for milk of 3.5 percent butter-

_fat content received from farmers during

the month at the following plants for
which prices have been reported to the
market administrator:
Carnation Milk Co., Sparta, Mioh.
Saranac Milk Products Co., Saranac, Mlch,
Pet Milk Co., Wayland, Mich.

§ 985.51 Class I milk price. () The
minimum price per hundredweight to be
paid by each handler, £f. 0. b. his pool
plant, for milk of 3.5 percent butterfat
content received from producers or from
cooperative associations during tho
month, which is ¢lassifled as Clasy I
utilization shall be the basic* formula
price pl%s $1.17.

§985.52 Class I1I Milk Price. 'The
mmimum price per hundredweight to
be paid by each handler, £. 0. b. his pool
plant, for milk of 3.5 butterfat content
received from producers or from a co-
operative association, during the month,
which is classified as Class IT utilization,
shall be the price Per hundredwelght
computed pursuant to § 985.50 (¢

§ 985.53 Handler dulterfat differene
tials. If the average butterfat content
of the milk of any handler allocated to
any class is more or less than 3.5 percent,
there shall be added to the prices of milk
for each class as computed pursuant to
§§ 985.51 and 985.52 for each one-tenth
of one percent that the average butterfat
content of such milk is above 3.5 percent,
or subtracted for each one-tenth of one
percent that such average butterfat con-
tent is ‘below 3.5 percent, an amount
equal to the producer butterfat differen=
tial, determined pursuant to § 985.81.

DETERMINATION OF UNIFORM PRICE

§ 985.60 Handler operating « plant
whach 1s not @ pool plant. Each handler
who operates a plant which is not a pool
plant during the month shall pay to tho
market administrator for the producer
equalization fund, on or before the 26th
day after the end of such month any
amount resulting from the following
computation:

(a) Compute an amount equal to the
net pool obligation which would be com=~
puted pursuant to § 985.61 for milk re-
cerved from dairy farmers at such plant
for such month if such handler operatecd
a pool plant;

(b) Deduct the gross payments, inclu-
sive of any premiums but exclusive of
deductions, made by the handler to dairy
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farmers for milk received at such plant
during such month;

(¢) Divide the remainder, if any, by
the number of hundredweights of milk
recerved from dawry farmers and utilized
for Class I purposes: Provided, That in
no event shall the resulting amount per
hundredweight exceed the difference be-
tween the Class I and Class II prices; and

(d) Multiply the amount per hundred-
weight determined pursuant to para-
graph (¢) of this section by the number
of hundredweights of Class I milk dis-
posed of from such plant 1n the market-
g area.

§ 985.61 Computation of value of pro-
ducer milk for each handler ‘The value
of producer milk receiwved during the
month by each handler who operates a
pool plant shall be a sum of money com-
puted by the market admimstrator by
multiplying by the applicable class price,
adjusted pursuant to § 985.53, the total
combined hundredweight of skam milk
and butterfat received from producers
allocated to each class pursuant to
§ 985.46 and §985.47, adding together
the resulting amounts, and if such han-
dler has a utilization greater than has
been accounted for as receiwved from all
sources, add an amount computed by
multiplying any such excess utilization
classified pursuant to §985.46 (e) and
§ 985.47 by the applicable class prices.

§ 985.62 Computation of the 3.5 per=
cent value of all producer milk. For
each month, the market admimstrator
shall compute the 3.5 percent value of
producer milk by*

(a) Combinming into one total the in-
dividual values of milk of all handlers
computed pursuant to § 985.61, adjusted
by any charges or credits pursuant to
§985.90 (2) and ()

(b) Adding, if the weighted average
butterfat test of all producer milk repre-
sented 1 paragraph (a) of this section
is less than 3.5 percent, or subtracting if
the weighted average butterfat test of
such milk 1s more than 3.5 percent, an
amount computed by multiplying the
total pounds of butterfat represented by
the difference of such average butterfat
test from 3.5 percent by the butterfat
differential provided mn § 985.81 multi-
plied by 10.

(¢) Adding not less than one-half of
the unobligated balance 1n the producer-
equalization fund.

§985.63 Uniform price. TFor each
month the uniform price shall be com-
puted by* (a) Diwiding the amount
computed pursuant to §985.62 by the
hundredweight of milk received from
producers represented by the values 1n-
cluded 1n § 985.62 (a) and (b) subtract-
g not less than 6 cents or more than
T cents.

§ 985.64 Eczcess milk price. For each
month the excess milk price shall be the
price of Class II utilization determined
pursuant to § 985.52, rounded off to the
nearest full cent.

§ 985.65 Computaiion of the base
milk price. (a) Multiply the total
pounds of excess milk and milk to be paid
for at the excess milk price pursuant to
§985.70 (b) by the excess milk price for
the month.
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(b) Multiply the total amount of mill
to be paid for at the uniform price by the
uniform price for the month.

(c) Subtract the total values arrived
at in paragraphs (a) and (b) of this sec-
tion from the total 3.5 percent value of
all producer milk arrived at in § 985.62;

(d) Divide the resultant value by the
total hundredweight of base milk and
milk to be paid for at the base price
pursuant to § 985.70 (b), and

(e) Subtract not less than 4 cents nor
more than 5 cents. The resultant hun-
dredweight price shall be the price of
base milk of 3.5 percent butterfat con-
tent received at pool plants described in
§ 985.6.

§ 985.66 Notification. On or before
the 12th day after the end of each month
the market administrator shall notify
each handler of:

(a) The amounts and values of his
milk in each class and the total of such
amounts and values;

(b) The hase of any producer deliver-
ing milk to the handler which was not
used 1n making payments for the previ-
ous month;

(¢) The amount due such handler
from the producer-equalization fund or
the amount to be paid by such handler
to the producer-equalization fund, as the
case may be; and '

(d) The totals of the minimum
amounts to be paid by such handler
pursuant to §§985.80, 985.83, 985.85,
985.86, and 985.90.

BASE RULES

§985.70 Determination of base. (Q)
A producer who delivered mills on at
least 122 days during the period Ausust
1 through December 31, inclusive, shall
have a base computed by the market
administrator to be applicable, subject
to paragraph (c¢) of this section, for the
12 months’ pericd beginning the follow-
ing February 1, equal to his dafly average
milk diliveries from the date on which
milk was first delivered in the peried
to the end of such period: Provided,
‘That a producer who had a base previous
to August 1, and whose average of daily
deliveries for the August 1-December 81
period is less than such base shall have
& base computed by subtracting from his
previous base any amount by which 90
percent of his previous base excceds such
average of daily deliveries.

(b) A producer who has no base by
reason of having delivered less than 3
full months shall ke paid, until such
time as he has been a producer 3 full
months, the uniform price in each of the
months of August through December and
i other months the price applicable to
base milk for the following percentages
of his milk deliveries and the price ap-
plicable to excess milk for the remainder
of his deliveries: 75 percent for January
and February, 70 percent for March, 60
percent for April and July, and 40 per-
cent for May and June. At the conclu-
sion of the first 3 full months' delivery a
base shall be established in the following
manner: Multiply the total deliverles in
the months of August throucgh December
by 0.8, in January and February by 0.75,
in March by 0.7, in April and July by 0.6,
and in May and June by 0.4, Add the
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amounts o computed and divide by the
number of days in which milk: was delive
ered during the three months.

(c) A producer with a basse, by notify-
inr the market administrator that he
relinquishes such base, may establish a
new base pursuant to paragraph (b) of
this section once during the 12-month
periocd ending December 31, the pariod
for establishing a new base to bezin the
first day of the month in which such
notification Is recelved by the market
administrator,

(d) From the effective date of the
subpart until bases are established pur-
suant to this section, all millz delivered
by producers shall be considered to be
base milk.

(e) From Ausust 1, 1953, to the
effective date hereof, deliveries of milkz
by a producer may be certified for the
purpose of establishing a base hereunder
by submitting delivery receipts or other
evidence satisfactory to the market ad-
ministrator.

8 985.11 Application of bases. (2) A
base shall apply to deliveries of milk by
the producer for whose account millz
was delivered during the base pariod
and upon death may be transferred to a
member or members of the deceased
producer’s immediate family-

(b) Bases may be transferred under
the following conditions upon written
notice by the holder of the base fo the
market administrator on or bafore the
last day of the month that such base 1s
to be transferred:

(1) Upon retirement or entry into
military service of & producer, the enfire
base may be transferred to a membar
or members of his immediate family.

(2) Bases may be held jointly and if
such joint holding is terminated the
bases moy be transferred as specified i
writing to the market administrator.

(¢) A producer who does not deliver
milk to a handler for 45 consecutive days
shall forfeit his base.

PAYLIENT FOR LIILE

§085.80 Time and method of pay-
ment. On or before the 15th day after
the end of each month each handler who
recelved milk from producers or from 2
cooperative assoclation shall pay for
milk recelved during such month to each
producer, or to a cooperative association
for milk recelved from producers for the
account of such association, the uniform
price as provided in § 985.70 (b) or the
base price for base milk and for milkz
to be paid for at the base price pursuy
ant to § 985.70 (b) and the excess price
for excess milk and milk: to be paid for at
the excess price pursuant to § 985.70 (b)
adjusted by the butterfat differential
pursuant to § 985.81. Provided, That if
by such date such handler has not re-
celved full payment for such month pur-
suant to § 935.84 he shall not be deemed
to be in violation of this section if he
reduces uniformly to all producers and
cooperative assoclations his payments
per hundredwelcht by a tofal amount
not in excess of the reduction in pay-
ments due from the markef adminmstra=
tor; however, the handler shall make
such balance of payment amiformily to
those producers to whom it 1s due on
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or before the date for making payments
pursuant to this section next following
that on which such balance-of payment
15 received from the market administra-
tor,

§ 985.81 Producer butterfat differen-
tial. In making payments pursuant to
§ 985.80, the uniform price, base price
and excess price shall be increased or de-
creased for each one-tenth of one per-
cent of butterfat content in the milk
received from each producer or & COOPEr=
ative association above or below 3.5 per-
cent, as the case may be, by a butterfat
differential of 7 cents when the average
price of butter as described in § 985.50
(b) (1) is 60 cents, which differential
shall be increased one-half cent for each
full 5 cents variance in such price-of
butter above 60 cents and decreased
one-half cent for each full 5 cents var-
1anc§§ n such price of butter below 64.99
cents,

§ 985.82 Producer-equalization fund.
The market admimstrator shall estab-
lish and mamtain a separate fund,
known as the “producer-equalization
fund” into which he shall deposit all
payments recewved pursuant to § 985.83
and out of which he shall make all pay=-
ments pursuant to § 985.84.

§ 985.83 Payments to the producer-
equalization fund. (a) On or before the
13th day after the end of each month,
each handler whose value of milk 1s re-
qured to he computed pursuant to
§ 985.61 shall pay to the market admin-
1strator any amount by which such value
for such month 1s greater than the mim-
mum amount required to be paid by mm
pursuant to § 985.80.

(b) On or before the 25th day after
the end of each month each handler who
is required to make payment pursuant
to § 985.60 shall pay such amount to the
market administrator.

§ 985.84 Payments out of the produc-
er-equalization fund.~ On or before the
14th day after the end of each month,
the market administrator .shall pay to
each handler any amount by which the
value of milk for such handler for the
month pursuant to § 985.61 1s less than
the total minimum amount requred to
be paid by hum pursuant to § 985.80, less
any unpaid obligations of such handler
to the market administrator pursuant to
§ 985.83: Provuded, That if the balance
the producer-equalization fund 1s insuf-
ficient to make all payments to all such
handlers pursuant to this paragraph,
the market administrafor shall reduce
uniformly such payments and shall com-
plete such payments as soon as the nec~
essary funds become available.

§985.85 Expense of admwnisiration,
As his pro rata share of the expense of
admustration of this subparf, each
handler shall pay to the market admin-
istrator on or before the 13th day after
the end of each month four cents per
hundredweight, or such amount not ex-
ceeding four cents per hundredweight as
the Secretary may prescribe, with re-
spect to all receipts within the month of
milk from producers and to other source
milk which is sold in the marketing area
as Class I.
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§ 985.86 Marketing services. (a) Ex=
cept as set forth in paragraph (b) of
this section, each handler, m making
payments pursuant to § 985.80 for milk
recerved from each producer at a plant
not operated by a cooperative associa-
tion of which such . producer 1s @
member, shall deduct seven cents per
hundredweight, or such amount not ex-
ceeding seven cents per hundredweight
as .the Secretary may prescribe, with
respect to all such milk received during
the month and, on or before the 13th
day after the end of each month, shall
pay ‘such deductions to the market ad-
ministrator. Such moneys shall be used
by the market administrator to verify
weights, samples, .and tests. of milk re-
ceiwved, from producers and to provide
producers with market information,
such services to be performed by the
market admimstrator or by an agent
engaged by and responsible to him,

(b) In the case of producers whose
milk is received at a plant-not operated
by a cooperative association of which
such producers are members, and for
whom g cooperative association is actu-
ally performimg the services described in
paragraph (a) of this section, as deter=-
mined by the Secrefary, each handler
shall make, in lieu of the deductions
specified in paragraph (a) of this sec-
tion, such deductions from payments
requred pursuant to § 985.80 as may he
authorized by such producers, and pay
such deductions on or before the 13th
day after the end of the month to the
cooperative association rendering such
services of which such producers are
members.

ADJUSTMENT OF ACCOUNTS

§ 985.90 Payments. Whenever audif
by the market admmmstrator of any
handler’s reports, books, records, or ac-
counts discloses adjustments to be made,
for any reason, which result in moneys
due: °

(a) To the markef administrator from
such handler,

(b) To such handler from the market
admmustrator, or

(c) To any producer or cooperative
association from such handler, the
market administrator shall notify such
handler promptly ‘of any such amount
due; and paymentithereof shall be made
on or before the next date, following the-
5th day after such notice, for making
payment set forth in the provision under
which such error occurred.

§ 985.91 Owverdue accounis. Any un-
paid obligation of a handler or of the
market admmistrator pursuant to
§§ 985.83, 985.85, 985.86, and 985.90 shall
be 1ncreased one-half of one percent on
the first day of the month next following
the due date of such obligation and on
the first day of each month thereafter
until such obligation is paid.

APPLICATION OF PROYISIONS

§ 985.100 Milk caused to be delivered
by cooperative associations. Milk re-
ferred to 1n this subpart as received from
broducers by a handler shall include
milk of producers caused to be delivered
t0 such handlers by a cooperative
association.

~

§985.101 Handler exemplion. A
handler who operates a plant located
outside the marketing ares from which
an average of less than 300 points (one
pomnt being defined as one-half pint of
cream or one quark of any other Class X
product) of Class I milk per doy 1s
disposed of during the delivery period on
a route(s) operating wholly or partly
within the marketing area, or a handler
whom the Secretary finds is subject,
during the delivery period, to another
Federal order and whose disposition of
Class I milk in the other Federal market«
g area exceeds that in the Muskegon
marketing area, shall be exempted for
such delivery period from all pravisions
of this subpart except §§ 985.31, 986.32,
and 985.33,

§ 985.102 Producer-handler A pro-
ducer-handler shall be exempt from all
provisions of this subpart except that he
shall make reports to the market admin<
istrator at such time and in such man-
ner as the market administrator may
request.

TERMINATIONS OF OBLIGATIONS

§ 985.110 Termunation of obligations.
(a) The obligation of any handler to
pay money required to be paid under the
terms of this subpart shall, except ag
provided in paragraphs (b) and (c¢) of
this section, terminate two years aftor
the last day of the month during which
the market administrator receives tho
handler’s report of utilization of tho
milk involved in such obligation, unless
within such two-year period the market
administrator notifles the handler in
writing that such money is due and pay-
able. Service of such notice shall bo
complete upon mailing to the handler’s
last known address, and it shall contain,
but need not be limited to, the following
information:

(1) The amount of the obligation:

(2) The month(s) during which the
milk, with xespect to which the obliga-
tion exists, was received or handled;

and

(3) If the obligation is payable to one
or more producers or to o cooperative
association, the name of such producers
or associations, or, if the obligation 1%
payable to the market administrator, tho
account for which it is to be paid.

(b) If & handler fails or refuses, with
respect to any obligation under this sub-
part, to make available to the market
administrator or his representatives all
books or records required by this subpart
to be'made available, the market admin-
istrator may, within the two-year perlod
provided for in paragraph (a) of this sec-
tion; notify the handler in writing of
such failure or refusal. If the market
administrator so notifies a handler, the
said two-year period with respect to such
obligation shall not begin to run until
the first day of the month following the

~ month during which such books and rec-

ords pertaining to such obligation are
made available to the market adminis-
trator or his representative.

(¢) Notwithstanding the provisons of
paragraphs (a) and (o) of this section,
a handler’s obligation under this subpart
to pay money shall not be terminated
with respect to any transaction involving
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fraud or wilful concealment of a fact,
matenal to the obligation, on the part of
the handler against whom the obligation
1s sought to be 1mposed.

(d) Any obligation on the part of the
market admmistrator to pay a handler
any money which such handler claims to
be due him under the terms of this sub-
part shall terminate two years after the
end of the month during which the milk
mvolved 1n the claim was received if an
underpayment 1s claimed, or two years
after the end of the month during which
the payment (including deduction or set-
off by the market admimstrator) was*
made by the handler if a refund on such
payment 1s claimed, unless such handler,
within the applicable period of time, files,
pursuant to section 8c (15) (A) of the
act, a petition claiming such money.

EFFECTIVE TIME, SUSPENSION OR
TERMINATION

§985.120 Effective- time. ‘The pro-
visions of this subpart, or of any amend-
ment to this subpart, shall become effec-
tive af such time as the Secretary may
declare and shall continu€ in force until
suspended or terminated.

§985.121 When suspended ‘or ter-
manated. The Secretary shall, whenever
he finds that this subpart, or any pro-
vision of this subpart, obstructs or does
not tend to effectuate the declared policy
of the aect, terminate or suspend the
operation of this subpart or any such
provision of this subpart.

§ 985.122 Coatinuing obligation. If,
upon the suspension or termination of
any or all provisions of this subpart,
there are any obligations thereunder the
final accrual or ascertainment of which
requires further acts by any person (in-
cluding the market admimstrator), such
further acts shall be performed notwith-
standing such suspension or termmnation,

§985.123 Liquidation. TUnder the
suspension or termination of the pro-
visions of this-subpart, except this sec-
tion, the market admimstrator, or such
other liguidating agent as the Secretary
may designate, shall if so directed by
the Secretary, liqmdate the busmness of
the market admmstrator’s office, dispose
of all property in his possession or con-
trol, mncluding accounts receivable, and
execute and deliver all assignments or
other mstruments necessary or appro-
priate to efectuate any such disposition.
If a ligmdating agent i1s so designated,
all assets, books, and records of the
market administrator shall be trans-
ferred promptly to such liquidating
agent. If, upon such liqudation, the
funds on hand exceed the amounts re-
quired to pay outstanding obligations of
the office of the market admmmstrator
and to pay necessary expenses of liquida-
tion and distribution, such excess shall
be distributed to contributing handlers
and producers, 1n an equitable manner,

AISCELLANEOUS PROVISIONS

§ 985.130 Agents. The Secretary may,
by designation in writing, name any
officer or employee of the United States
to act as his agent or representative in
connection with any of the provisions of
this subpart.

FEDERAL REGISTER

§985.131 Separability of provisions.
If any provision of this subpart, or the
application to any person or circum-
stances, is held invalid, the application
of such provision, and of the remaining
provisions of this subpart, to other per-
sons or circumstances shall not be af-
fected thereby.

Issued at Washington, D. C., this 7th
day of August 1953, to be effective as
follows: §§985.0 througch 98522 (1),
985,30 through 985.47, 985.70 and 985.71,
985.85, and 985.100 through 985.131 shall
be effective on and after September 1,
1953, and all of the remaining terms and
provisions of this order (§8§985.22 (j)
985.50 through 985.66, 985.80 through
985.84, and 985.86 through 985.91) shall
be effective on and after October 1, 1953,

[sEaL] E. T. BEUSoN,
Secretary of Agriculture,
[F. R. Doc. 53-7140; Filed, Aug. 12, 19533;
8:55 a. m.]

TITLE 15—COMMERCE AND
FOREIGN TRADE

Chapter lll—Bureau of Foreign and
Domestic Commerce, Depaftment of
Commerce

Subchapter C—Offlco of International Trade
[6th Gen. Rev. of Export Regs., Amdt. 591}

ParT 368—MUTUAL ASSISTANCE on U. 8.
IrtPoRTS AND EXPORTS (AS APPLIED TO
SeLecTED U. S. IIMPORTS)

ParT 373—LICENSING POLICIES AID
RELATED SPECIAL PROVISIONS

PART 382—DENIAL OR SUSPENSION OF
EXPORT PRIVILEGES

MISCELLANEOUS ALENDLIENTS

1. Section 368.1 Import certificate and
delivery verification on selected imports

wnto the United States paragraph (e)
Penalties for fjalse statements 1is
amended to read as follows:

(e) Penalties and administrative ac-
tion—(1) False statements. The U. S.
Code, Title 18 (Crimes and Criminal
Procedure) section 1001, formerly scc-
tion 80, makes it a criminal offense to
make g willfully false statement or rep-
resentation to any department or agency
of the United States as to any matter
within its jurisdiction. Maximum pen-
alties under this provision are $10,000
fine or imprisonment for 5 years, or both.

(2) Shinments violating import cer-
tificate agreement. Any person who
causes of attempts to cause diversion,
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transshipment, or reexportation of com-
modities contrary to his representations
made on Form IT-826, Import Certifi-
cate, Is subject to disqualification from
eligibllity to obtain certified import cer-
tificates from the Department of Com-
merce,

2. Section 373.39 Applicability of
multinle commodity group promswons to
Commodity Group 6 commodities para-
graph (d) Past particpation i erports
is amended in the following particulars:

a. Delete the heading of subparagraph
(1) “@) Certain commodities with
processing code NONF’ The remainder
of the subparagraph remains unchanged.

b. Dalete subparagraph (2) Cobalf
dental alloys, Schedule B No. 664526
(formerly 664529 and 915590)

3. Section 373.44 Totally allocated
commodities is deleted.

4. Section 373.48 Applicability of mul-
tiple commodity group promsions to
Commodity Group 7 commodities para-
graph (d) Past participation i exports
15 deleted.

5. Section 373.55 Chemacals and me-
dicinals paragraph (¢) Cobalt-coniain-
ing products is amended by the addition
of o new subparagraph (2) fo read as
follows:

(2) Applicants for licenses to export
combustion catalysts containing cobalt,
Schedule B No. 829990, must certify on
the face of the application, Form IT-419,
as follows:

The materials described on this applica-
tlon are made from scrap or waste materials
not sultable for metallurgical uze.

The present paragraph (¢) is designated
subparagraph (1).

6. Section 373.71 Supplement 1, Time
schedules jor submission of applications
for licenses to export certain Positive
List commodities is amended by deleting
therefrom the following entry and re-

lated submission dates:
Dept.of Submliz=lon dates
oron Commedlty
Fedut s Second | -Third
Sekaduly coond | Third
B No. qarter | quarts
4723 | Cobalt dontal allsys,. .| 2Mar.20- | Juna 15-
Apz. Juns
13. 2,
1333 1953

7. Section 382.51 Table of compliance
orders currently in effect denying export
privileges paragraph (b) Table of com-
pliance erders is amended in the follow-
ing particulars:

a. The following entries are added:

Effectivo} Brplra- FEDERAL
Nomo and address datac! [tiindata]| Expert privileges affceted REGISTER
erder | oferder citation
Atlantis & Poclfis Wiro & Cablo C 7-17-23 | 7-17-24 | Genornl and walldated - 18 F. R. 4245
i%’-m Nor&hcm Blvd,, East Elmh cdsn.;;sﬁ ?ln commoditize, any | 7253,
ng Islan o
La}xs-mgrl. Vicente, 814 Certlandt Ave., | 71983 | 4-17-5¢ do 137]?. 1523. 4215,
ro! - .
m%aé‘é}g. YJuno, 10 East Clst Bt, New | 7-17-383 | 4-17-04 do 1372;, R. 4245,
or] -22-53.
Oboler,:' Mnrﬂn. ﬂ?'mx_ﬁ;md »%mymvd., 7-17-33 | 7-17-04 do 1875.“2!_1‘5)3. 245,
By -~ N
Bubln I.rvlnz 112-01 Ncruxm Blvd,,Bost | 7-17-13 | 7-17-04 do. 18 F. E- 4245,
Elmburst, Long Ishnd, N, Y. T-2-03.

1This amendment was published In Current Export Bulletin No. 710, dated August 6,
1953, and in tho reprint pages, dated August G, 1853,
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TITLE 32—NATIONAL DEFENSE

Chapter Vil—Department of the
Anr Force
Subchapter J=—Procurement Procedures
ParT 1006—-(;0N'rmc'r Forns AND CLAUSES

Part 1006 1s added to Subchapter J as
follows:

-

Sec.

1006.1 Scope of part.

1006.2 Effect of Armed Services Frocure-
ment Regulation.

1006.3 Supplementary instructions.

1008.4 Deviations.

SUBPART A—FIXED-PRICE SUPPLY CONTRACTS

1006.101 Scope of subpart.

1006.102 Contracts in excess of $1000.

1006.103 Contracts with Canadian Com-
mercial Corporation.

1006.104 Indefinlte quantity contracts.

1006.106  Contracts fqr $1000 or less.

SUBPART B—COST-PLUS~A-FIXED-FEE CONTRACTS

1006.201 Scope of subpart. ~

1006.202 Cost-plus-a-fixed-fee supply con-
tracts,

1008.203  Cost-plus-a-fixed-fee service con-
tracts.

1006.204 Cost-plus-a-fixed-fee open con-
tracts,

SUBPART C—FIXED-PRICE CONTRACTS FOR
RESEARCH AND DEVELOPMENT

1006.301  General.
SUBPART D—FIXED-PRICE SERVICE CONTRACTS

1006.401 Scope of subpart.

1006402 Nonpersonal service contracts.

1006.403 Personal service contracts,

1006.404 Contracts with German and Aus-
trian Nationals (Paperclip).

1006.405 Contracts for technical repre-

sentative services,
SUBPART E—TIME AND MATERIALS CONTRACTS

1006.601 Scope of subpart.
1006.5602 Contract clauses,

SUBPART F—CONSTRUCTION CONTRACTS

1008.601  Scope of subpart.
1006.602 Contract clauses,
SUBPART G—BSALES CONTRACTS
1006.701 General.
SUBPART H—BAILMENT CONTRACTS
1006.801  General.
1008.802 Contract clauses.
SUBPART I—FACILITIES CONTRACTS
1006.901 - General,
$1006.902 Contract clauses.

SUBPART J~—LETTER CONTRACTS

1008.1001 Scope of subpart.
1006.1002 Contract clauses for letter con-

tracts contemplating fixed-price .

definitive contracts.

1006.1003 Contract clauses for letter con-
tracts contemplating CPFFP
definitive contracts.

SUBPART X—COST REIMBURSEMENT CONTRACTS

1006.1101 Scope of subpart.
1006.1102 Contract clauses,

SUBPART L—TUITION CONTRACTS

1006.1201 Scope of subpart.
1006.1202 Contract clauses,
1006.1203 Base residents.

SUBPART M—SPECIAL CLAUSES

1006.1301 Scope of subpart.

1006.1302 Furnishing of materials and sup-
plies by the Government.

1006.1303 Guaranty.

RULES AND REGULATIONS

See.
1006.1304
1006.1305
1006.1306¢
1006.1307
1006.1308
1006.1309
1006.1310
1006.1311
1006.1312
1008.1313
1006.1314
1006.1316
1006.1316
1006.1317
1006.1318
1006.1319
1006.1320
1006.1321
1006.1322
1006.1323
1006.1324
1006.1326
1006.1326
1006.1327

Superseding specifications,

Delay in delivery of data.

First article approval.

Production sample tests, .

First article inspection. -1

Progress payments {75 percent).

Progress payments (90 percent).

Spare parts provisioning.

Advance payments.

Employment of aliens.

Prior instruments superseded.

Ballment contemplated.

Special delivery provisions,

Facllities contemplated.

Traunsportation charges.

Flight risks.

Increase optlon. -

Special overtime provisions.

Special inspection provisions.

Discount.

Construction guaranty.

Fixed overhead rates.

Redetermination of overhead rate,

Price escalation for standard steel
items (1).

Price escalation for standard steel
ftems (2).

Price escalation for standard steel
items (3).

Price escalation for aluminum
products.

Fixed-price guaranty.

Option to terminate fixed over-
head rates.

Inspection specifications,

Ceiling prices.

Recovery of pension benefits to
the Government.

1006.1328
1006.1329
1006.1330

1006.1331
1006.1332

1006.1333
1006.1334
1006.1335

SUBPART N-—APPROVED CONTRACT FORMS (STAND-
ARD, DEPARTMENT OF DEFENSE, AND AIR FORCE)

1006.1401 Scope of subpart.

1006.1402 Applicability. .

1006.1403 Contract clauses.

1006.1404 Deviations.

1006.1405 Local reprodugtion.

1006.1406 Special purpose contract forms,

1006.1407 Supply of certain forms.

1006.1408 Supply Contract; Formal Adver-
tising (Long Form); Standard
Forms 26, 30, 31, and 32.

Supply Contract; Formal Adver-
tising (Short Form); Standard
Forms 33 and 32.

Supply Contract; Negotiated
(Long Form); DD Form 351.
Order and Voucher for Purchase
of Supplies or Services Other
Than Personal; DA AGO Form

383.

Purchase Order; WD Form 18.

Delivery Order; DA AGO Form
383.

Contract for Purchase of Services
Other Than Personal; AF Form
195.

Contract for Movement of House-
hold Goods and Effects; DD
Form 3217.

Invitation for Bids (Construction
Contract) WD Standard Pro-
curement Form 116.

Bid (Construction Contract);
WD Standard Procurement
Form 117.

Request for Proposal and Con-
tractor’'s Proposal (Short
Form); WD Form 104.

Request for Proposal and Cone-
tractor's Proposal (Long
Form)* WD Forms 105, 1054,
105B, and 105C.

Contractor's Statement of Con-
tingent or other Fees for So-
liciting or Securing Contract;
Standard Form 119,

Abstract of Blds (Shori Form);
WD Form 14.

Abstract of Blds (Long Form);
WD Form 29.

1006.1409

1006.1410

1006.1411

1006.1412

1006.1413

1006.1414

1006.1416

1006.1416

1006.1417

1006.1418

1006.1419

1006.1420

1006.1421
1006.1422

Sec.
1006.1423 Abstract of Bids (Long Form;
Continuation Sheot); WD
Form 29A.
1006.1424 Standard Forms of Bonds for
~ Government, Contraocts,
“1006.1425 Security Agreement; DD Form

AvTtHoRITY: §§ 1006.1 to 1000.1426 {ssuod
under R. 8. 161, sec. 202, 61 Stat. 500, ns
amended; 5 U. 8. C, 22, 1T1a. Intorprot or
apply 62 Stat. 21; 41 U. 8. C. 151161,

DeRIvATION: Sec, VIL AFM 70-6,

§ 1006.1 Scope of part, This part sots
forth contract clauses required and au-
thorized for use in the Air Force and tho
forms of contracts whereln such clauses
are to be used. Except as otherwise
specified in this parf, such forms and
clauses are authorized for use by ony
purchasing and contracting activity of
the Awr Force.

§ 1006.2 Effect of Armed Services Pro=
curement Regulation. Since this part is
published prior to completion of tho
Armed Services Procurement Regulation,
instructions contained in this part may
in some respects be contradicted by por-
tions of Armed Services Proocuremeoent
Regulation hereafter published. If suoh
contradiction arises, the instructions
contained in this part will be considered
to be superseded to the extent of any
inconsistency. Allreferencesin this part
to Armed Services Procurement Regula-
tion contract clauses will be understood
to mean the designated Armed Servicey
Procurement Regulation clauses as hoto-
after from time to time revised.

§ 1006.3 Supplementary instructions,
Instructions not inconsistent with thig
part may be issued by the Commanding
General, Air Matériel Command for ap-
plication throughout the Air Force.

§ 1006.4 Deviations. Deviations from
the requirements of the Armed Services
Procurement Regulation will be mado
only with the approval of the Deputy
Chief of Staff, Matérlel, Headquarters
United States Air Force. Deviations
from these procedures, not involving
Armed Services Procurement Regulation
clauses, will be made only with tho ap-
proval of the Commanding General, Alr
Materiel Command or his duly authore
1zed representative. Requests for do-
wviations will be in writing; will specify
the section number of these procedures
from which deviation is requested: and
will set forth in detail the xecommenda«
tions of the requesting agency and tho
reasons in support thereof. Requests
will further indicate the effect of the
deviation on the rights of the partles,
and will clearly indicate the benefit inurs
ing to the Government by reason of such
deviation.

SUBPART A—FIXED-PRICE SUPPLY CONTRACTS

§1006.101 Scope of subpart, This
subpart sets forth required and author-
ized clauses for use in fixed-price supply
contracts, as defined in § 406,102 of this
gtle, for definite and indefinite quanti-

€s.

§ 1006.102 Coniracts in excess of
$1,000—(a) Required clauses (§ 406.103
of this title) Al fixed-price supply
contracts, for more than $1,000 for defl-
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nite quantities will consist of the follow=-
mg clauses 1n the following sequence:

(1) Definitions as set forth 1n § 406.-
103-1 of this title,

(2) Changes as set forth i § 406.-
103-2 of this title.

(3) Extras as set forth in § 406.103-3
of this fitle.

(4) Vanation in quantity as set forth
in § 406.103—4 of this title.

(5) Inspection as set forth 1n
§ 406.103-5 of thus tifle.

(6) Responsibility for supplies as set
forth in § 406.103-6 of this title.

(1) Payments as set forth in § 406.103-
7 of this title.

(8) Assignment of claims as set forth
in § 406.103-8 of this title.

(9) Additional bond security as seb
forth m § 406.103-9 of this title.

(10) Taxes as set forth in § 410.401 of
this title. In addition thereto, the fol-
lowing may be added as a subparagraph
in paragraph (a) thereof: “For the pur-
poses of any additional procurement of
supplies or work called for by any agree-
ment supplemental hereto, the term “‘con-
tract date® shall be deemed to refer to
the date of such supplemental agree-
ment.”

(11) Default as set forth in § 406.103-
11 of this title.

(12) Disputes as set forth in § 406.103-
12 of this title.

(13) Notice and assistance as set forth
in § 408.102 of this title.

(14) /Buy American Act as sef forth in
§ 406.103-14 of thus title.

(15) Convict labor as set forth in
§ 411.203 of this title.

(16) Eight-Hoyr Law as set forth in
§ 411.303 of this title.

(17) Walsh-Healey Public Confracts
Act as sef forth 1n § 411.604 of this title,
‘Where desired, the Armed Services Pro-
curement Regulation clauses concerning
Convict Labor, Eight-Hour Law and the
Walsh-Healey Act may be joined in one
contract, with appropriate language, 1n-
dicating which clause 1s applicable.

(18) Nondiscrimination in employ-
ment as set forth in § 411.803 of this
ttle.

.(19) Officials not to benefit as set
forth 1n § 406.103-19 of ths title.

(20) Covenant agamnst contingent
fees as set forth in § 406.103-20 of this
title. 2

(21), Termination for the convenience
for the Government as set forth in
'§ 407.701 of this title.

(22) Ceiling prices as set forth n
§ 406.103-22 of this title.

(b) Clauses to be used where appli-
cable. The following additional clauses
will be used in fixed-price supply con-
tracts where required by Federal
Statute, Executive Order, or Procure-
ment Regulations, or where otherwise
deemed appropniate:

(1) Subcontracts as set forth in
§ 406.104-14 of this title.

(2) Discount as set forth below:

Discount. In connection with discount
offered, time will be computed from date of
the delivery of the supplies to carrier when
delivery and acceptance are at point of origin,
or from date of delivery at destination or
port of embarkation when delivery and
acceptance are at those points, or from date
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correct Involce or voucher (properly certla
fied by the Contractor) is recelved in the
office specified by the Government if tho
1atter date is later than the date of delvery.

(3) Shipping requirements consisting
of the following clauses:

Shipping requirements—(a) F o0. b. car-
rier's equipment. Whenever it is provided
in this contract that articles, cupplies, ma-
terinls or other items called for under this
contract shall be dellvered to the Govern-
ment . 0. b. Contractor’s plant, any chip-
ment occupying sufiiclent space in a rallrond
car to constitute a carlozd shipment subject
to carload freight rates shall, by the Con-
tractor, be properly and adeguately leaded
in frelght cars at a rallroad siding at, or
nearest to, Contractor’s plant, and any ship-
ment subject to less-than-carlead freight
rTates shall, by the Contractor, bo deltvered
into the carrler's pessession ot the Contrac-
tor's plant, or at the point or points nearest
thereto at which dellvery can bg cifected.
All sald shipments chall be made en Gov-
ernment bills of lading, but the Contractor
shall make application therefor in the man-
ner prescribed elsewhere hereln. In incert-
ing descriptions in Government bills of 1nd-
ing the Contractor will comply with the
rules and provisions of the freight clocsle
fication and tarlfis of the carrler or care
riers «involved.

(b) F o. b. destination. Yhenover it i3
provided in this contract that products and
materials or other items shall be dellvered
1. o, b. specified destinations, such products
and materials or other items shall be chipped
direct by the Contractor to the specified des-
tinations, on commercial bills of loding,
%. 0. b. each destinntion, at the expenca of
the Contractor.

(c) Shipping instructfons. If not other-
wise provided herein, nomes of consignecs
of all products and materlals or other items
to be delivered by the Contractor hercunder
will be furnished to the Contracter in virit-
ing by the Contracting Ofilcer at a later date.

(d) Notice of Shipments as sect forth in
ASPR 7-105.4.

(4) Vendor’s invoices as set forth
below*

Vendor’s {ntoices. Unless instructions
vdth reference to the preparation and rout-
Ing of vendor's Inveices are included elce-
where in this contract, Invoices or vendors
shipping documents used as involeces ghall
be forwarded by the Contracter to the
USAF ofiice having adminlstrative responsis
bility for this contract, for recording and
forwarding to the Accounting and Dicburg-
ing Oficer (financo officer).

(5) Government-furnished property
as set forth in § 412502 of this title.
The following deviation from Armed
Services Procurement Regulation has
been approved:

Section 412,502 (£) (1) of this title,
delete:

clause(s) —ccccmear—anea= Of
or in the clause or clauces of this contract
designated in the schedule.

Notz: The clouse cet forth in §1006.1302
1s authorized for inclusion s an additional
clause.

(6) Reporting of royalties as set forth
in § 408.103 of this title.

(7) Reproduction rights as set forth
below

Reproduction rights. Itisunderstood and
agreed that the Contractor does not convey
to the Government any reproduction rights
in or to the supplies called for herein by
virtue of the terms of this contract, except
as may be hereln otherwice provided.
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(8) Inspeetion and audit of books as
set forth below-

Incpeetion and audit of besls. (o) The
Caontractor agrecs that 1ts boolis and records
and it plant, or such parts thereof as may
bo engaged in the performance of this con-
tract, chaoll at all reaconable times be sub-
ject to Inspection and audlt by any au-
thorized reprecentative of the Department.

(b) The Contractor chall cauce a like pro-
vision to be included in all subcontracts
hereunder.

(99 Employment of allens as set forth
in §406.104-3 of this tifle.

To permit this clauce to ba cmbaodled in
the printed text, the following words may
ba incerted preceding the language of sgald
claucze: “If this contract calls for furnishing
or conctructing alreraft, aircraft parts, or
aeronautical aceeccories, ”

(10) Military security requirements
as set forth in § 406.104-12 of this title.

(11) Notice to Government of labor
glsputes asset forth in § 406.105-3 of thus

tle.

(12) Neutrality Act of 1933 as set
forth In § 406.104-4 of this title.

(13) Delivery as set forth below-

Delivery. () I any clreraft are required
to bo furnished to the Government under
this contract, the following provisions of this
paragraph gholl be applicable to the deliv-
cry thercof. Unless othertwice provided In
this clause or clcewhere In this contract, all
cald afreraft chall be dellvered completely set
up, cerviced and ready for flight at the Aying
ficld where the come are to be finally in-
cpected pursuant to the provizions of para-
graph (£) of the clause hereof entitled “Ad-
ditlonal Inspection Requirements” Al fuel,
ofl and/cr cooling finld necezcary for engine
tests and/or filght tests required to be made
under the provisions of AP Specification No.
E~1800-E, chall be furnished and supplled at
the expence of the Contractor, All fuzl, ofl
and/or ceoling fluld necessary for fiy-away
chall ba furnished by the Confractor at its
cxpence In an amount to be designated by
the ferry pllot for cach alreraft delivered. In
the event it bocomes nececsary to ship any
of the alreraft called for by rafl or other
carrler, came chall be packed as may be
dirccted 1n writing by the Contracting Of-
ficer, such changes a3 may be necessary re-
lating to packing and chipping to be made
under the provislons of clauce 2 hereof.

(b) It any cparae parts or gpecial hand tools
and ground cquipment are required to b2
furniched to the Government under this con-
tract in accordance with the terms of any
Appendix attached to or made a part of this
contract, cald gpare parts and cuch special
hand tools and ground equipment shall be
delivered in accordance wiith the provisions
of cald Appondix,

(c) Except as ctherwice pravided In para-
graph (b) of this clauce or elcawhere herein,
all the gpare parts, if any, required to be
furnished to tho Government under this
controct chall he dellvered In accordance
with the following cchedule: The Contractor
shall dellver in each month that quantity of
cach item of gpare parts listed on the final
gpare parts exhibit, or on the respactive final
cpare parts exhibits, to this contract which
bears the camse ratio to the toisl quantifty
of cuch item to be furnished a3 the number
of articles to which such part related to be
delivered In guch month bears to the total
numher of cuch articles to be furnished.
YWhere o fraction of a part, more than one-
half (32), 15 involved In this arrangement, a
complete part chall ba delivered.

{d) Excopt os otherwice provided in the
next two cuccecding centences of this para-
graph (d), and cxcept o5 to alreraft to be
flovn away, all the cupplies required to be
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furnished under this contract shall be de-
Iivered to the Government f.0.h, cars or car-
rier's equipment at the plant or plants (or
the point or points nearest thereto that rail
carrier service is available)*at ‘which such
supplies are to be finally inspected as set
forth in the schedule hereof and shall.be
packed in accordance with the requirements
as sef forth in the schedule. If the Contract-
ing Officer directs in writing that any of the
supplies to be furnished hereunder be
shipped by alr such supplies shall be de-
livered to the Government f.o;b. a fiying
field designated by the Contracting Officer
for such purpose in the vicinity of the plant
or plants at which such supplies are to be
finally inspected. If the Contracting Officer
directs In writing that any of the supplies to
be furnished hereunder be shipped other
than by rail or air, such supplies shall be
dellvered to the Government f.0.b.-the plant
or plants at which such supplies are to be
finally inspected.

(e) For the purpose of determining the
fulfiliment of this contract so far as delivery
dates are concerned, in the event the delivery
point or points are not the same as the point
or points of destination, the time of delivery
of the supplies shall be calculated as the
date of final Government inspection ready
for shipment to destination as certified to by
the Government representative or, in the
event of acceptance of the articles without
inspection, pursuant to the provisions of
clause 35 as the date of delivery to the car-
rier ready for shipment to destination.,

() In the event shipments are to be made
on “Government bills of lading, the Con-
tractor will make application/s therefor on
AMC Form No. 63A addressed to the Officer
in Charge, AMC Field Transportation Office,
set forth elsewhere in this contract, ~

(14) Additional inspection require-
ments as set forth below-~

Additional inspection requirements. (a)
At the option of the Contracting Officer any
of the supplies to be furnished hereunder
may be accepted without Government in-
spection upon receipt of a certificate of the
Contract or attached to an invoice for said
supplies reading substantially as follows:

I nhereby certify that I did, on the
day of e , 19 —.__, ship via
.................. , in accordance with ship-
ping instructions issued by the Contracting
Officer, the supplies called for by Contract
_______________ , that such supplies were
in the quantities and of the quality called
for, and were in all respects in accord with
the applicable specifications, This state-
ment is furnished to support payment of
the attached- invoice.

(b) Notwithstanding any provisions of the
certificate above referred to, the liability of
the Contractor with respect to the supplies
covered by this contract will, after inspec-
tion by the Government, or after the ex-
piration of a reasonable time following de-
livery to the Government within which in-
spection may be made, whichever o s first,
be limited (except as to supplies rejected
upon such Inspection) to liability for latent
defects, fraud or such gross mistakes as
amount to fraud.

(¢) The provision of paragraph (c) of
clause 5 reading as follows: “but failure to
inspect and accept or reject supplies shall
neither relieve the Contractor from responsf-
bility for such supplies as are not in ac-
cordance with the contract requirements nor
impose liability on the Government therefor”
shall not be applicable to any supplies ac-
cepted without Government inspection pur-
suant to the foregoing provisions of this
clause.

(d) The respective points for final inspec-
tlon and acceptance by the Government of
all the supplies (other than aircraft to be
flown away, if any) to be furnished under
this contract shall be, in addition to the
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plant or plants of the Contractor specified in
paragraph (b) of this clause, any other plant
or plants of the Contractor or any plant or
plants of a subcontractor or vendor of the
Contractor hereunder, provided that such
other plant or plants of the Contractor of

-such plant or plants of a subcontractor or

vendor, shall have been approved for such
purpose in writing by the Contracting Officer.,
It is expressly understood by the Contractor
-that request by it for the approval referred
to in the preceding sentence must be made as
soon as practicable to permit the Govern-
ment to make necessary arrangements for
inspection and acceptance, and that the Gov-
ernment is not obligated to méake such final
inspection and acceptance at any point so
approved until a reasonable period after the
date 'of such approval.

(e) Interchangeability. The Contractor
shall, in the manufacture of the articles to
be supplied under this contract, be required
to use jigs, fixtures and/or other devices-and
appliances in all processes where such use is
conducive to interchangeability and uni-
formity of the product, of such character as
will reduce the necessity for selective assem-~
bly to the least practicable minimum, and
whenever the inspector shall determine that
any jig, fixture, device or other appliance is
incorrect, worn, damaged, or defective to
such an extent as to adversely affect basic
interchangeability of the article manufac-
tured, he shall so inform the Contractor in
the same manner as applied to the rejectton
of defective material presented for accept-
ance by the Government representative, and
the Contractor shall not thereafter use the
sald jig, fixture, or appliance, in its incorrect,
worn, damaged, or defective form in the
manufacture of articles intended for delivery
under this contract. The Contractor shall
inform the inspector when materials or parts
are ready for inspection.

(f) Unless otherwise provided herein, if
any alrcraft are required to be furnished to
the Governmenj hereunder and the same are
to be flown away, such aircraft shall be finally
inspected and accepted by the Government’
at a flying field or fields to be approved by
the Government in the vicinity of the Con-
tractor’s plant or plants specified in para-
graph (b) of this clause or in the vicinity
of any other plant or plants of the Con-
tractor approved for such purpose in writing
by the Contracting Officer. Unless otherwise
provided herein, such inspéction and accept-~
ance shall be accomplished in accordance
with the provisions of AF Specification No.
R-1800-E.

(15) The contract clauses as set forth
in §406.104 of this title (not otherwise
mentioned m this part) and part 408
of this title will be used 1n accordance
with instructions contained n said sec-
tion and part. The clauses set forth in
8§ 406.105-5, 406.105-7 and 408.106 of
this title will be used where necessary
or desirable to cover the subject matter
confained in such clauses.

(16)  Gratuities as set forth in
§ 406.104-16 of this title.

(17) Examination of records as set
forth 1n § 406.104-15 of thus title.

(18) Alterations as set forth in
§ 406.105-1 of this title. This alteration
clause will be used 1n every contract, pre-
pared on a printed form, 1n which addi-
tions, excisions, or changes have been
made on the printed pages. This clause
will be used only for the purpose of de-
scribing such additions, excisions, or
changes, and will not be used to set forth
additional clauses or vanations of pre-
scribed clauses.

(19) Coniractural contents. Where
deemed desirable, the following clause
may be used: -

Contractual contents. This contraot cone
sists of (insert enumeration of contrnot
clauses and pages),

(20) Approval. 'The approval clause
set forth in § 406.105-2 of this title will
be used in all contracts which require
manual approval of some individual
other than the Contracting Officer, prior
to becoming effective,

§1006.103 Coniracts with Canadian
LCommercwal Corporalion. (a) PFixed
price supply contracts placed with Canae
dian Commereial Corporation will conw
sist of the following clauses in the
following sequence:

(1) Definitions as set forth in § 400.«
103-1 of this title.

(2) Changes as set forth in § 406,103~
2 of this title.

(3) Extras as set forth in § 406.103~3
of this title.

(4) Variation In quantity as set forth
in § 406.103-4 of this title,

(5) Inspection as set forth in § 406.~
103-5 of this title,

(6> Responsibility for supplies as sot
forth in § 406.103-6 of this title.

(1) Payments as set forth in § 400.«
103-7 of this title.

(8) Assignment of claims as set forth
in § 406.103-8 of this title,

(9) Additional bond secufity as sot
forth in § 406.103-9 of this title.

(10) Default as set forth in § 406.103~
11 of this title,

(11) Disputes as set forth In § 406.«
103-12 of this title,

(12) Notice and assistance as set forth
in § 408.102 of this title,

(13) Officials not to benefit as sot
forth in § 406.103-19 of this title,

(14) Covenant against contingent fees
as set forth in § 406.103-20 of this title,

(15) Termination for the convenience
of the Government as set forth in § 407.«
701 of this title,

(16) Notice of shipments as st forth
in § 406.105-4 of this title.

(17) Patents as set forth helow*

Patents. The Contractor shall hold and
save the Government, its officors, ngents,
servants, and employces harmless from
Qability of any nature or kind, including
costs and expenses, for or on account of any
invention, article, or applitance patonted
under the laws of Canada, manufnotured op
used in ‘the performance of thisscontruot,
including their use by or for the Government,

The Government shall hold and save the
Contractor, its representatives, agonts, and
subcontractors harmless from all labllity
under judgments by courts by competont
Jurisdiction, that may be obtained agalnst
the Contractor, its representatives, agontsy,
and subcontractors, becaise of the uso of any
invention patented under the laws of tho
United States, specifically prescribed and ntte
thorized in writing by the Governmont ag
necessary for the performance of this cone
tract, or the uto of any fnvention patentod
under the laws of the Unitod States which
necessarlly flows from the nature of tho
thing being produced or prooured unclor this
contract, but not otherwise: Provided, That
such United States Letters Patont so used
are now owned or controlled by tho Cange
dian Government, the Contractor, ity ropro«
sentatives, subcontractors, or persons in
privity with the Contractor: And provided
further, That immediate notico of sny do-
mand, lability, or legal proceedings arising
from such use i3 glven in writing by tho
Contractor to the Contracting Officer, and
reserving to tho Government the right to
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intervene in any such demand or proceeding
and 1n its discretion to defend same or make
settlement thereof, and the Contractor shall
furnish all information in its possession and
all assistance of its employees, representa~
tives, or agents requested by the Govern-
ment.

(18) Patent licenses as
below-

Patent licenses. The Contractor agrees to,
and does hereby, in consideration of the
-erms and in consideration of payments to

e made by the Government under this con-
ract, grant unto the Government a non-
xclusive, irrevocable, non-{ransferable, roy-
Ity-free license to make, have made, and
1se for governmental purposes throughout
he world, and to sell or otherwise dispose of
n accordance with law, machines, articles or
:ompositions of matter, embodying any and
11 mventions conceived or first actually re-
luced to practice in the course of carrying
ut the work contemplated by this contract
vhether patented or unpatented, and to
rractice or cause to be practiced any meth-
ids or processes, whether patented or un-
yatented which are developed in carrying
wut the provisions of this contract; provided
hat nothing contained in this clause shall
mpose any obligation upon the Contractor
o license or otherwise make avallable to the
Fovernment any invention, method or proc-
'ss, which is not owmned or controlled by the
Jontractor or by the Canadian Govérnment.

(19) Subcontractor substantially as
et forth below-

Subconiractor. Itis understood and agreed
hat the supplies and materials to be fur-
iished under this contract shall be manufac-
ured and supplied by (herelnafter called
he “subcontractor”) at its factory located at

set forth

The performance of any of the work by any
yther subcontractor is prohibited, except
vith the specific approval of the Contract-
ng Officer.

(20) Governing laws as set forth be-
ow*
Governing laws. This contract will be con-

trued according to the laws of the United
states of America.

(21) Exemption from Buy American
Act as set forth below-

Ezemption from Buy American Acl, This
'ontract has been exempted from the pro-
ision of the Buy American Act (41 USC
Oa—d), pursuant to a determination made on

by

(22) Government-furmished property
is.sef forth in § 412.502 of thus title. Also
iee subparagraph (5) of § 1006.102 (b)

(23) ‘Gratuities as set forth in § 406.-
104-16 of this title.

(24) Examination of records as set
‘orth 1n § 406.104-15 of thas title.

(25) Alterations as set forth 1n § 406.-
105-1 of this title will be used 1n accord-
ince with mstructions contamned 1n sub-
saragraph (18) of § 1006.102 (b)

(26) Contractual contents as set forth
n subparagraph (19) of § 1006.102 (b)

(27) Approval as set forth in § 406.-
105-2 of this title will be used 1n accord-
ince with imstructions contaned in sub-
»aragraph (20) of § 1006.102 (b)

§ 1006.10¢ Indefinile quantity con-
‘racts. (a) Indefinite quantity contracts
nay be either a “call-” or “open-” type.
rocuring activities are reminded that
while no major objections are interposed
:a the use of “call” contracts, as here-
ifter defined, the opportunity for post-

5
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performance pricing under the “open”
contract, as hereafter defined, milltates
against its widespread use. Accordingly,
“open” contracts will be used only in ac-
cordance with instructions of the respec-
tive procuring activities and will he
limited, generally, to emergency pro-
curement purposes.

{b) A call contract is one in which
there is a detailed description of the
articles or services being purchased; the
prices are set forth; there are no quanti-
ties or delivery schedule; funds need not
be allotted to the contract, but funds
are allotted to individual “calls”; and
there need be no definite time lmit
within which calls may be made, Call
gonitsracts will be placed on a fixed-price

asis.

(c) All call contracts will consist of
the following clauses in the following
sequence:

(1)—(34) Thirty-four clauses, con-
sisting of clauses as set forth in subpara-
graphs (1) to (22) of § 1006.102 (a) and
clauses as set forth in subparagraphs (1)
to (12) of §1006.162 (b)

(35) (1) Calls as set forth below-

Calls. (a) Calls by the Government herc-
under will be mnde by the Contracting Oificer
at Headquarters, Air Matérlel Command, by
written notification to the Contractor. Eoch
such call shall set forth the particular articles
and supplies to be furnished, the quontities
thereof required, the date of delivery there-
for, whether export or domestic packing is
desired, and any speclal packing instruc-
tions. Immediately upon recelpt of coch
such call, the Contractor, subject to tho pro-
vislons of paragraphs (¢) and (e) of this
Clause shall proceed to manufacturs or place
orders to procure the articles and supplies co
called for and shall deliver such articles and
supplies in -accordance with the delivery
schedule specified in such call even though
such schedule may provide for deliveries be-
yond the period provided in this contract for
the making of calls under this paragraph (a).

(b) At such Intervals as the Contractor
may determine, which shall not in any cace
be more than thirty (30) days, thoe Contractor
shall prepare and deliver to the Government
& list of all articles and supplics and the
quantities thereof furnished pursuant to
calls made pursuant hereto, and which have
not been set forth in any such Ust previoudly
dellvered to the Government. Such st
shall be prepared as follows:

(1) Five (5) coples of ecach list shall ba
prepared on paper 8" x 1015°’ onc (1) of
such coples to be carbon-backed on vellum
or other paper in form suitable for repraduc-
tion by blueprinting or other ctandard
method.

(2) Each lst shall be numbered In co-
quence gccording to the date of fcsuance
thereof ccmmencing with the number “1%,
and shall bear nt the top of the first page
and at the foot of each succeeding page such
number and the number of the contract to
which it pertains, for cxample, “Exhibit 1
to Contract No. AF33(600)-0000"

(3) Each list shall show as to each item
listed thereon the item number, quantity
called for, drawing or part number, nomen-
clature, unit price and total price, speolal
packing charges, if any, aggregate price of all
items listed, the date and origin and number
of the call pursuant to which the articles
and supplies were furnished, the dates of de-
livery, monner of shipment, destinations, and
packing sheet number, Lists may alco con-
tain such information additional to the fore-
going and not inconsistent therewith as may
be appropriate.

(4) Three (3) coples of the lst (one (1)
copy of which shall be reproducible) chall
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carry at tho cnd thereof o certificate manu-
ally cigned by an offlcer or other person su-
tirorlzed to bind the Contractor, with the
corporate ceal afized, stating that the prices
thereln reprecont a firm quotation and that
the artleles lsted thereon have been de-
Hvered to the Government. Provisions wilt
also ba made at the end of each such lst for
the written approval of the Contracting Of-
ficer, Headquarters, Afr Matériel Commansd.

(6) The three (3) coples of the lst, after
glgnature by the Contractor as indicated
above, together with two (2) unsigned coples
thercof, shall be forwarded to the Contract-
ing Ofilcer, Headquarters, Afr Matériel Com-
mand. Each such st chall be subject to the
approval of the Contracting Offlcer, Head-
quarters, Alr 2iatériel Command, and when so
approved and with such changes therein as
may boe agreed upon by the Contractor and
the Contracting Officer, the three (3) sizned
coples thereof will be signed by the Con-
tracting Ofilcer, the 15t wiill be published as a
numbered exhibit to the contract, one (1)
of the three (3) approved coples will be re-
turned to the Contractor and the Contractor,
upon submizsion of properly certified ine
volees accompanled by proper recelving re-
ports, shall ba entitled to ba pald, in the
manner cot forth In this contract, even
though guch exhibit may not have become a
part of this contract until after the closz
of the parlod during which calls may be made
hereunder.  Any dispute regarding any such
Ust chall be determined in the manner pro-
vided in clausa 12 hereof.

(¢) If upon recelipt of any call under para-
graph (a) of this clause, the Contractor de-
termines that {6 will be unable to meet the
delivery cchedule therein cot forth, the Con-
tractor (althouzh it chall at all times be ob-
ligated to make every effort to meet such
dellvery cchedule) schall immediately notify
the Contracting Offlcer, Headquarters, Alr
Matérlel Command, getting forth the best
poasible delivery cchedule, and the porties
will thereupon enter into nezotiations to
correct such cituation by modification of the
torms of such call,  Likewice, if upon receipt
of any call the Contractor determines that
the funds provided by the contract will be
exceeded by compliance with such call, Con-
tractor chall immediately notify the Con-
tracting Oflcer, Headquarters, Alr 2Matériel
Command, that no action till be taken upon
cuch call until additional funds are mads
available.

(d) The Contractor shall, at the time of
chipment or prior thereto, acsign to each
article or group of identical articles furn-
Ished hereunder, the {item number which i3
cubzequently to appear on the exhibit to
this contract in respect to such article or
group of artleles, and ghall place such item
numbor together with the exhiblt designd-
tion and the numbor of this contract (e. o
“Item IJo. 41 of Exzhibit No. 6 to Contract
No. AF33(630)-0039"), on the packing sheet
covering chipment of such article or articles,
In the event of direct chipment of such
article or articles from the plant of the sub-
contractor or vendor, the Contractor shall
ba rocponcible for cuch item number and
exhibit desiznation boing placed upon the
pocking gheot by such subcontractor or
vendor,

(1) In the event that funds are
allotted to the contract, the following
paragraph will be included in the fore-
golng clause:

(e) As of the date of execution of this
contract, there has been allotted for it the
total sum cet forth in the cchedule. This
sum may b3 Increaced from time to time by
the Government colely in its diseretion. Not-
vwithstanding any other provision of this con-
tract, tho Contractor chall not furnizh any
articles or supplics pursuant hereto the ag-
grezate price of which when addzd to the
aggrezate price of all articles and cupplies
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theretofore furnished pursuant hereto would
exceed sald sum. If at any time the Con-
tractor considers it likely that, by reason of
calls which have been made pursuant hereto,
the aggregate amount set forth above may
shortly be exceeded, the Contractor will so
notify the Contracting Officer, Headquarters,
Alr Matériel Command, and the parties may
thereupon enter into negotiations for such
amendment to or modification of this con-
tract and/or any call issued hereunder as
may be appropriate. Anything in this con-
tract to the contrary notwithstanding,, the
Government shall not be obligated to pay to
the Contractor any amount in excess of the
sum allotted for this contract.

(36) Delivery as set forth below*

Delivery. (a) Except as otherwise provided
in the next two succeeding sentences of this
paragraph, and except as to alrcraft to be
flown away, all the supplies required to be
furnished under this contract shall be de-
Iivered to the Government £, o. b. cars or car-
rier’s equipment at the plant or plants (or
the point or points nearest thereto that rail
carrier service is available) at which such
supplies are to be finally inspected as set
forth in the Schedule and shall be packed in
accordance with the requirements set forth
in said Schedule, If the Contracting Officer
directs in writing that any of the supplies to
be furnished hereunder be shipped by =air
such supplies shall be delivered to the Gov-
ernment f. 0. b. a flying field designated by
the Contracting Officer for suich purpose In
the vicinity of the plant or plants at which
such supplies are to be finally inspected. If
the Contracting Officer directs in writing that
any of the supplies to be furnished hereunder
be shipped other than by rail or sair, such
supplies shall be delivered to the Govern-
ment £. 0. b, the plant or plants at which
such supplies are to be finally inspected.

(b) For the purpose of determining the
fi1fllment of this contract so far as delivery
dates are concerned, in the event the delivery
point or points are not the same as the point
or points of destination, the time of delivery
of the supplies shall be calculated as the date
of final Government inspection ready for
shipment to destination as certified to by the
Government representative or, in the event of
acceptance of the articles without inspection,
pursuant to the provisions of clause 37, as
the date of delivery to the carrler ready
for shipment to destination.

(c) In the event shipments are to be made
on Government bills of 1ading, the Contractor
will make - application/s therefor on AMC
Form No. 63A addressed to the Offifficer in
Charge, AMC Field Transportation Ofiice set
forth elsewhere in this contract.

(37) Additional inspection requre-
ments as set forth in subparagraph (14)
of §1006.102 (b)

(38) Gratuities as set forth n
§ 406.104-16 of this title.

(39) Examination of records as set
forth 1n § 406.104-15 of thus title.

(40) The confract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned 1n this part) and Part 408 of
this title will be used 1n accordance with
instructions contained in said section
and part. The clauses set forth n
§§ 406.105-5, 406.105-7 and 408.106 of this
title will be used where necessary or de-
sirable to cover the subject matter con-
tained in such clauses.

(41) Alterations as set forth in § 406.-
105-1 of this title will be used 1n accord-
ance with instructions contained n
subparagraph (18) of § 1006.102 (b)

(42) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b).

(43) Approval as set forth m § 406.-

RULES AND REGULATIONS

105-2 of this title will be used in ac-
cordance with instructions contained in
subparagraph (20) of § 1006.102 (b)

(d) An open contract 1s one in which
there 1s no description other than a-gen-
eral classification of the articles or serv-
1ces bemng purchased; there are no prices
(except contracts for the procurement of
fuels and lubricants) there are no
quantities or delivery schedule; funds
are allotted .to the contract; and calls
must be placed prior to the end of the
fiscal year :n which the contract 1s exe-
cuted. Open contracfs may be placed on
either a fixed-price or cost-plus-a-fixed-
fee basis.

(e) All open contracts placed on &
fixed-price basis will consist of the fol-
lowing clauses in the following sequence:

(1)—(34) Thirty-four clauses, consist-
mg of clauses as set forth in subpara-
graphs (1)-to (22) of § 1006.102 (a) and
clauses as set forth 1n subparagraphs (1)
to (12) of § 1006.102 (b)

(35) Calls as set forth below*

Calls. (a) The Contractor shall furnish
and deliver to the Government such articles
and supplies, of the types hereinafter set
forth, as the Government may call for here-
under during the pefiod commencing on date
of execution of this contract and end on
the date set forth in the schedule hereto.
Quantities of the articles and supplles to be
furnished and the prices and charges there-
for, which prices and charges shall be fafr
and equitable, shall be determined as here-
inafter provided.

(b) The articles and supplies to be fur-
nished hereunder shall consist of (here in-
sert appropriate description).

(c) Calls by the Government hereunder
will be made by the Contracting Officer at
Headquarters, Ailr Matériel Command, by
written notification to the Contractor. Each
such call shall set forth the particular arti-
cles and supplies to be furnished, the quan=
tities thereof required, the date of delivery
therefor, whether export or domestic packing
is desired, and any special packing instruc-
tions. Immediately upon recelpt of each
such call, the Contractor, subject to the
provisions of paragraph (e)- and (f) of this
clause, shall proceed to manufacture or place
orders to procure the articles and supplies
in accordance with the delivery schedule
specified In such call even though such
schedule may provide for deliveries beyond
the perlod provided in this contract for the
making of calls under this paragraph (c).

(d) Within (insert appropriate number)
days after the receipt of any call hereunder,
or such earlier period as may be practicable,
the Contiractor shall prepare and deliver to
the Government a firm quotation in response
to such call; such quotation to be prepared
as follows:

(1) Five (5) coples of each list shall be
prepared on paper 8’ x 10%’’ ore (1) of
such copies to be carbon-backed on vellum
or other paper in form suitable for repro-
duction by blueprinting or other standard
method

(2) Each list shall be numbered in se-
quence according to the date of issuance
thereof commencing with the number “1"
and shall bear at the top of the first page
and at the foot of eacH succeeding page
such number and the number of the con-
tract to which it pertains, for example, “Ex-
hibit 1 to Contract No. A¥F33(600)-0000"

(3) Each list shall contain a listing of the
items on the call or calls covered thereby,
showing item number, nomenclature, unit
and total price, special packing charges, if
any, dellvery schedule, and any other infor-
mation pertinent, but not inconsistent with
the foregoing.

(4) Three (3) coples of the llst (ono (1)

copy of which shall be roproducible) shail
.carry at the end thercof a certificate mune
ually signed by sn officer or other person
authorized to bind the Contractor, with tho
corporate seal affixed, stating that the prices
therein represent a firm quotation and that
the prices listed thereon do not excecd appli«
cable celling prices. Provislons wiil also be
made at the end of each such st for tho
written approval of the Contraoting Officer,
Headquarters, Alr Matérlel Command.

(5) The three (3) copies of the Ust, aftor
signature by the Contractor ag indicated
above, together with two (2) unsigned coplos
thereof, shall be forwarded to the Contraot«
ing Officer, Headquarters, Air Matériel Come=
mand. Each such lst shall be subject to
the approval of the Contracting Oficer, Head«
quarters, Air Matérlel Command, and when
so approved and with such changes thorein
as may be agreed upon by the Contractor and
the Contracting Officer, the threo (3) signed
coples thereof will be signed by the Contract«
ing Officer, and the st will bo publilshed ag
a numbered exhibit to tho contract, ono (1)
of ‘the three (3) approved coples will bo
returned to the Contractor and tho Cone
tractor, upon submission of properly coerti-
fied involces accompanied by proper recelving
reports, shall be entitled to be paid, in the
manner set forth in this contract, evon
though such exhibit may not have becomo n
part of this contract until aftor tho closo
of the period during which calls may be madé
hereunder. Any dispute regarding any such
1ist shall be determined in the manner pros
vided in clause 12 hercof.

(e) If upon receipt of any call under parne
graph (c) of this clause, the Contractor
determines that it will be unablo to meeot
the dellvery schedule therein sot forth, tho
Contractor (although it shall at all times
be obligated to make every effort to moot
such delivery schedule) shall immodiately
notify the Contracting Officer, Headquartors,
Air Matériel Command, setting forth tho
best possible dellvery schedule, and tho
parties will thereupon enter into nogotine
tions to correct such situation by modificne
tion of the terms of such call. Likewiso, it
upon retelpt of any call the Contractor de=
termines that the funds provided by tho
contract will be exceeded by compliance with
such call, Contractor shall Immodiately
notify the Contracting Officer, Headqunrters,
Alr Matériel Command that no action will bo
taken upon such call until additional fundy
are made available.

(I) As of the date of oxecutlon of this
contract, there has been allotted for it tho
total sum set forth in the Schedulo. ‘Chis
sum may be increased from time to time by
the Government solely in 1its discretion,
Notwithstanding any other provision of thig
contract, the Contractor shall not furnish
any articles or supplies pursuant hereto the
aggregate price of which whon added to the
aggregato price of all articles and supplicy
theretofore furnished pursuant hereto would
exceed sald sum. If at any timo tho Cons
tractor conslders it likely that, by reason
of calls which have been made pursuant
hereto, the aggregate amount sot forth abovo
may shortly be exceeded, the Contractor wilt
so notify the Contracting Ofilcor, Hond«
guarters, Alr Matérlel Command, and tho
parties may thereupon enter into nogotine
tions for such amendmoent to or modification
of this contract and/or any call 1ssued horoes
under as may be appropriate. Anything in
this contract to the contrary notwithstand«
ing, the -Government shall not be obligated
to pay to the Contractor any amount in
excess of the sum allotted for this contraoct.

(g) The Contractor shall, at the timo of
shipment or prior thereto, nssign to onch
article or group of identical articles fure
nished hereunder, the item rdumber which
appears or is to appear on the exhibit to this
contract in respect to such artlole or group
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of articles, and shall place stich item number
together with the exhibit designation and
the number of the contract (e. g. ‘Item
No. 41 of Exhibit No. 6 to Contract No. AF33
(600)—0000!), on the packing sheet covering
shipment of such article or articles. In the
event of direct shipment of such article or
articles from the plant of the subcontractor
or vendor, the Contractor shall be responsi-
sble for such item number and exhibit desig-
nation being placed upon the packing sheet
by such subcontractor or vendor.

(36) Delivery as set forth below*

Delivery. (a) Except as otherwise pro-
vided in the next two succeeding sentences
of this paragraph, and except as to aircraft
to be flown away, all the supples required
to be furnished under this contract shall be
delivered to the Government f. 0. b. cars or
carrier’s equipment at the plantor plants (or
the point or points nearest thereto that rail
carrier service is available) at which such
supplies are to be finally inspected as set
forth in the schedule and shall be packed in
accordance with the requirements set forth
in said Schedule. If the Contracting Officer
directs in writing that any of the supplies to
be furnished hereunder be shipped by air
such supplies shall be delivered to the Gov-
ernment 1. o. b. & flying field designated by
the Contracting Officer for such purpose in
the vicinity of the plant or plants at which
such supplies are to be finally inspected. If
the Contracting Officer directs in writing that
any of the supplies to be furnished hereunder
be shipped other than by rail or air, such
supplies shall be delivered to the Government
. 0. b. the plant or plants at which such sup-
plies are to be finally inspected.

(b) For the purpose of determining the
fulfillment of this contract so far as delivery
dates are concerned, in the event the de-
livery point or points are not the same as the
point or points of destination, the time of
delivery of the supplies shall be calculated
as the date of final Government inspection
ready for shipment to destination as certified
to by the Government representative or, in
the event of acceptance of the articles with-
out inspection, pursuant to the provisions of
clause 37, as the date of delivery to the car~
rier ready for shipment to destination.

(c) In the event shipments are to be made
on Government bills of lading, the Con-
tractor will make application/s therefor on
ANC Form No. 63A addressed to the Officer
in Charge, ANMC Field Transportation Ofice,
set forth elsewhere in this contract -

(37) Additional inspection require=
ments as set forth 1n subparagraph (14)
of §1006.102 (b)

(38) Gratuities as set forth mn § 406.-
104-16 of this title.

(39) Exammation of records as seb
forth m § 406.104-15 of this title.

(40) The contract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned in this part) and Part 408 of
this title will be used i1n accordance with
instructions contained in said section
and part. The clauses set forth in
§§ 406.105-5, 406.105-7 and 408.106 of this
title will be used where necessary or de-
sirable to cover the subject matter con=
tamed 1n such clauses.

(41) Alterations as set forth in § 406..
105-1 of this title will be used 1n accord-
ance with instructions contamed in
subparagraph (18) of § 1006.102 (b).

(42) Contractual contents as set forth
1n subparagraph (19) of § 1006.102 (b)

(43) Approval as set forth in § 406.-
105-2 of this title will be used 1n accord=
ance with msfructions contamned in sub-
paragraph (20) of § 1006.102 (b).
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§ 1006.105 Contracts for $1,000 or less,
Fixed-price supply contracts for $1,000 or
less for definite quantities may be pre-
pared in accordance with the require-
ments of Air Force Regulation 70-15,
or 1 accordance with the provisions of
§ 1006.102, except that the clauses seb
forth in subparagraphs (16) and (17) of
§ 1006.102 (b) will be deleted therefrom.

SUBPART B—COST-PLUS~A-FIRED-FED
CONIRACTS

§ 1006.201 Scope of subpart. This
subpart sets forth the authorized clauses
for inclusion in cost-plus-a-fized-fee
contracts.

§ 1006.202 Cost-plus-a-fized-fee sup-
ply contracts.. (a) All cost-plus-a-fixed-
fee contracts for supplies shall contain
the following clauses in the following
sequence:

(1) Definitions as set forth in §406.-
103-1 of this title.

(2) Changes as set forth helow*

Changes. The Contracting Ofiicer may, at
any time, by a wrltten .order make changes
in or additions to the drawings and spectfica-
tions, issue additional instructlons, require
additional work, within the general ccope of
the contract, or direct the omission of work
covered by the contract. If such changes
cause & materinl increase or decreace In the
amount or character of the worlk to be done
under this contract, or in the time required
for its performance, an equitable adjustment
of the estimated cost and of the amount of
the fixed fee to be pald to the Contractor
shell be mnde and the contract chall be
modified In writing accordingly. Any clalm
by the Contractor for adjustment under this
clause must be asserted within thirty (30)
days from the date of recelpt by the Con-
tractor of the notification of change; pro-
vided, however, that the Contracting Ofilcer,
if he decides that the facts justify such
action may recelve and act upon any such
claim asserted at any time prior to final
payment under this contract. Fallure to
agree to any adjustment shall be a dispute
concerning & question of fact within the
meaning of the clauss of this contract en-
title “Disputes.” However, nothing in this
clause shall excuse the Contractor from pro-
ceeding with the contract as changed.

(3) Inspection as set forth below-

Inspection. (a) All materinl and work-
manship shall be subject to fnspection and
test by representatives of the Government.
For this purpose, the Contractor chall allow
at all times inspectors and other Government
personnel free access to the plant and operas
tions and shall furnish such facilities, sup-
plies and services as may be required for this
work. The Contractor shall Inform the In-
spector when materials or parts are ready
for inspection. The Government reprecent-
ative shall have the right to require replocs-
ment of parts not in accordance with the
approved drawings, or showing Inferior worke
manship or materinl, or which in his opinion
are unsuited for the purpose Intended or
serlously overwelght.

(b) The Contractor shall provide and
maintain an inspection system acceptable to
the Government covering the material, fabrl-
cation methods, and finished parts. Records
of all inspection work by the Contractor chall
be kept complete and available to the Gov-
ernment during the performance of this con-
tract and for such longer perlod a3 may be
specified elsewhere In this contract.

(¢) The inspection and test by the Govern-
ment of any supplies or lots thercof does not
relleve the Contractor from any responsibllity
regarding defects or other faflures to meet

' the contract requircments which may bo
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dlceovered prior to final accsptance. Not-
withstanding the provisions of the clauze
hereof entltled “Guaranty” final acceptancs
shall bo conclusive except as regards latent
defects, froud, or such grozs mistakes as
amount to fraud.

(d) At the option of the Contracting
Ofilcer any of cald supples may be accepted
without Government inspection, end in such
aovent the Contractor, promptly after each
dellvery without Government incpection,
chall furnish to the Finance Officer desiz-
nated to make payments under this contract,
and to the Contracting Ofilcer, a certificate
reading substantially as follows:

I hercby certify that I did, on the ——
Aay Of e, 19, shipvia
in accordance vitb shipping instructions is-
sued by the Contracting Officer, the supplies
called for by
Contract No. that such
supplies wero In the quantities and of the
quallty called for, and were in all respects
in accord with the applicable specifications.

(e) Notwithstanding the provisions of the
clauce hereof entmed “Guaranty” or any
provislons of the certificate above referred to,
the labllity of the Contractor with respect
to the supplles covered by this contract will,
after Incpection by the Government, or after
the cxplration of a reasonable time follow-
ing deltvery to the Government within which
Inspection may be made, whichever oceurs
first, be limited (except 25 to supplies re-
Jected upon such inspection) to liabllity for
1atent defects, fraud or guch grozs mistakes
o3 amount to fraud.

(4) Relmbursement as
belowe

Relmburcement., (o) The Contractor shall
ba pald as full compensation for the per-
formance of this contract, the fixed fee specl-
fled in the Schedule and the allowable costs
of performance of this contract. The esti-
mated cost of performance Is stated in the
Echedule. £ald estimated cost and the fixed
fea are subject to Increaces or decreases es
hereln provided, but there ghall be no ad-
Justment in the amount of the fixed fee
bacauce of any errors or omissions in comput-
ing cald estlmated cost, or becauce the estie
mated cost varles from the actual cost.

(b) Allowable costs will be determined by
tho Contracting Offlcer in accordance with
Part 2 of Scction XV of the Armed Services
Procurement Regulation, it being undarstood
that the premium portion of overtlme wage
payments chall be allowable hereunder only
if and to the extent that the overtime work
for which such payments are made has been
expressly authorized by the Contracting Of-
ficer In writing. (Note: Speelal costs, If any,
shall ba as authorized by ASPR Section XV
and chall be gtated in the Schedule).

(c) The method of accounting uced by the
Contractor ghall ba subject to the approval
of the, Contracting Ofilcer but no material
change will be made in Contractor’s mathod
it it conforms to good accounting practice
and if the costs are readily accertainable
thelefrom. Eo far as practicable, the Con-
tractor chall maintain o complete separate
system of accounts for work under this con-
tract. The Contractor chall procure mate-
rials and cervices in the manner most ad-
vantagesus to the Government, pricz and
other factors considered.

(d) The Government will currently reim-
burce the Contractor for such ezpenditures
made In accordance with this controct as
may ba approved or ratified by the Contract-
ing Ofiicer and upon certification to and
verification by him of the original signed
payrolls for labor, the original paid involces
for material, or other original papers. Inthe
event it 15 impracticable for the Contractor
to furnish original clgned payrolls for labor,
original pald involces for material or other
original panorg, Contractor shall furnish evi-

set forth
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dence in a forr acceptable to the Contract-
ing Officer covering expenditures to be reim-
bursed hereunder. Reimbursement will nor-
mally be made weekly, but may be'made at
other intervals if conditions warrant.

(e) Ninety percent (90%) of the fixed fee
set forth in the Schedule, as said fee may
be increased or decreased from time to time,
shall be paid as {t accrues, in monthly in-
stallments based upon percentage of com-
pletion of the work as determined by the
Contracting Officer. Upon completion of the
work and its final acceptance any unpald
balance of the fee shall be paid to the Con-
tractor.

(£) As of the date of this contract, there
has been allotted for it the sum stated in the
Schedule. This sum may be increased from
time to time by the Government solely in
its discretion. Upon the making of any such
increase, the Contracting Officer shall notify
the Contractor in writing of the amount
thereof.

(g) Notwithstanding any other provisions
of this contract the Contractor shall not be
bound to take any action in connection with
the performance of this contract that would
cause the amount for which the Government
will be obligated hereunder to exceed the
sum allotted for this contract, and the obli-
gation of the Contractor to proceed with the
performance of this contract shall be limited
accordingly, If at any time the Contractor
has reason to believe that the amount to be

expentded by it in the next succeeding 30-

days, when added to all previous expendi-
tures and to the total amount of the Con~
tractor's fixed fee, if any, will exceed 75 per-
cent of the sum allotted for this contract,
it shall notify the Contracting Officer to that
effect, giving a new estimate of its fotal ex-
penditures under this contract, so that an
appropriate increase may be made in the sum
allotted for this contract. Anything in this
contract to the contrary notwithstanding,
the Government shall not be obligated- to
pay to the Contractor either for reimburse-
ment of expenditures or fixed fee or other-
wise any amount In excess of the sum
allotted for this contract; provided, how-
ever, that if the Contractor makes any ex-
penditures for which funds are not allotted,
the Contracting Officer may ratify such ex-
penditures when funds are allotted.

(h) Any cost incurred by the Contractor
under the terms of this contract which
would constitute an allowable item of cost
under the provisions of paragraph (b) -of
this clause shall be included in determining
the amount payable under this contract,
notwithstanding any provisions contained in
the specifications or other documents, in-
corporated in this contract by reference,
designating services to be performed or ma-
terials to be furnished by the Contractor
at its expense or ‘without cost to the
Government,

Nore: Provisions of the reference “Part
2 of Section XV of the Armed Services Pro-
curement Regulation” in a foregoing clause
are contained in Subpart B, Part 414 of this
title. Provisions of the reference “ASPR
Section XV” in a foregoing clause are con-
tained in Part 414 of this title.

(5) Assignment of claims as set forth
in § 406.103~8 of thus title.

(6) Delay in performance as set forth
below*

Delay in performance. The Contractor
shall not be liable for, nor shall performance
of work under this contract be terminated
for default by reason of, any delay in per-
formance of or failure to perform. this con-
tract, if such delay or fallure arises out of
causes peyond the control and without. the
fault or negligence of the Contractor. Such
causes include, but are not restricted to,
acts of God or of the public enemy, acts of
the Government, fires, floods, epidemics,

RULES AND REGULATIONS

quarantine restrictions, strikes, freight em-
bargoes, unusually severe weather, and de-

-faults of subcontractors due to any of such

causes unless the Contracting Officer shalt
determine that the supplies or services to be
furnished by the subcontractor were obtain-
able from other sources in sufficient time
to permit the Contractor to meet the re-
quired delivery schedule.

(1) -Disputes as set forth ;n § 406.103—-
12 of this title.

(8) Notice and assistance as set forth
m § 408.102 of this title.

(9) Buy American Act as set forth in
§ 406.103-14 of this title.

(10) Convict labor as set forth mn
§ 411.203 of this title.

(11) Eight-Hour Law as set forth
§ 411.303 of thus title. i

(12) Walsh-Healey Public Contracts
Actas set forth m § 411.604 of this title.

Norte: Where desired, the Armed Services
Procurement Regulation clauses concerning
Convict Labor, Eight-Hour Law, and the
Walsh-Healey Act may be joined in one can-
tract, with appropriate language, indicating
which clause is applicable.

(13) Nondiscrimination in employ-
ment as set forth in § 411.803 of thus title.

(14) Officials not to benefit as set forth
m § 406.103-19 of this title.

(15) Covenant agawmst contingent fees
as set forth in § 406.103-20 of this title.

(16) Termination as set forth in
§ 407.702 of thus title.

(17 Ceiling prices as set forth in
§ 406.103-22 of this title.

(18) Notice to the Government of
labor disputes as set forth in § 406.105-3
of this title.

(19) Notice of shipments as set forth
in § 406.105—4 of this title.

(20) Government property as set forth
n § 412.503 of this title. The following
dewviation from Armed Services Procure-
ment Regulation has been approved.
Delete the following phrases 1 § 412.503
() @) of this title:

clause(s) aeaceee—_ of
or of the clause or clauses designated in
the schedule.

(21) Additional provisions concerning
Government property, as set forth below*

Additional provisions concerning Govern-
ment property. (a) Government’s option.
The Contracting Officer may at his option
from time to time furnish the Contractor
with materials and/or supplies not readily
available In the open market and which are
required by the Contractor for the perform-
ance of this contract. In such event an
equitable adjustment of the estimated cost
and of the amount of the fixed fee to be
pald to the Contractor shall be made as
provided in the clause hereof entitled
“Changes.”

(b) Delivery and disposition. In the event
materials, supplies, equipment or other prop-
erty are furnished by the Government to the
Contractor under this contract, except such
materials and/or supplies furnished under
thé terms of paragraph (a) hereof, for in-
-stallation in the products and materials or
other items called for hereunder, or fer use
in connection with the performance of this
contract, said Government property shall be
-delivered to the Contractor f. o. b. cars or
carrier’s equipment at the plant or plants of
Contractor, or the point or points nearest
-thereto that rail carrier service is avallable,
and any of such materials, supplles, equip-
ment or other property not permanently in-
stalled in the products and materials or other

items called for hereunder, or properly ose
pended by the Contractor in the performance
of this contract, shall unless otherwise pro«
vided herein, be dellvered by the Contractor
to the Government f. o. b. cars or carrier's
equipment at Contractor’s plant or at tho
point or points nearest thereto at which tho
shipment can be dellvered into carrier's pos«
session, packed for domestic shipment. All
sald -shipments shall be made on Gavern-
ment bills of lading, but the Contractor shall
make application therefor on AMC Form No.
634, which application shall be made in tho
manner prescribed in the Schedule, In in-
serting descriptions in Government bills of
lading, the Contractor will comply with the
rules and provisions of the frolght classi-
fications and tariffs of the carrler or carrlors
involved.

(22) Reporting of royaltles as
forth in § 408.103 of this title.
(23) Subcontracts as set forth below®

Subcontracts. (a) The Contractor shall
glve advance notification to the Contracting
Officer of any proposed subcontract or put-
thase order hereunder which s elther (i)
on a cost or cost-plus-a-fixed-fee basis, or
{11) on a fixed price basls exceeding in dollar
amount: either $25,000 or flve per contum of
the total estimafed cost of this contract.

(b) No contract shall be made by the Cone
tractor with any other party for furnishing
articles or services to be paid for on a timo
and materfal or labor-hour basls without
the written approval of the Contracting
Officer.

(c) No contract shall be made by the Cone
tractor for furnishing any of the complotod
or substantially completed articles, spare
parts, or work herein contracted for without
the written approval of the Contracting Offl«
cer. The Contracting Officer may approve the
Contractor’s purchasing system and from
time to time rescind and relnstate suoch ap«
proval. While such appraval 1s in effect, tho
requirement of approval of the contracts ro=
ferred to in the first sentence of this parne
graph (¢) shall be considered walvod, but
such watver shall not extend to nor dispense
with the requirements for approval of tho
party with whom such contract s to ho
placed.

(d) It is the policy of the Government ag
declared by the Congress to bring about the
greatest utilization of small business cone
cerns which 1is consistent with officlont
production.

(e) The Confractor agrees to accomplish
the maximum amount of subcontracting to
small business concerns that the Contractor
finds to be consistent with the officlont pere
formance of this contract.

(f) The cost-plus-a-percentago-of-cost
system of contracting shall not be tzod by
the Contractor.

(24) Reproduction rights as set forth
in subparagraph (1) of § 1006.102 (b)

(25) Imspection and audit of books as
set forth below.

Books and records. (a) The Contractor
agrees that its books and records and its
plant, or such parts thereof as may bo on-
gaged in the performance of this contract,
shall at all reasonable times be subject to
inspection and audit by any authorized
representative of the Department.

(b) Unless otherwise provided in this con
tract or by applicable statute, tho Contractor
shall, for a perfod of five years after flnnl
payment hereunder, preserve and make
available its books, records, documents and
other evidence bearing on its costs and oxs
penses under this contract, including reo«
ords, documents and other evidence In
respect of any termination hereundet,

(c) The Contractor shall cause provisions
similar to paragraphs (a) and (b) above, to
be included in all subcontracts herouncor.

got



Thursday, August 13, 1953

(d) All information obtained from the
Contractor’s records -shall be treated as
confidential.

(26). Employment of aliens as set
forth in § 406.104-3 of this title.

To permit this clause to be embodied in
the printed text, the following words may be
inserted preceding the language of sald
clause: “If this contract calls for furnishing
or censtructing aireraft) aircraft parts or
aeronautical accessories, * ® %

(27) Shipping requirements as set
forth below:

Shipping requirements—(a) F.o0.b. cars or
carrier’s equipment. Whenever it is provided
herein, the articles, supplies, materials or
other items called for under this contract
shall be delivered to the Government f. o. b.
cars or carrier’s equipment at the plant or
plants of Contractor, or the point or points
nearest thereto that rail carrier service is
available, any shipment occupying sufficient
space in a railroad car to constitute.a carload
shipment subject to carload freight rates
shall, by the Contractor, be properly and ade-
quately loaded in freight cars at a railroad
siding at, or nearest to, Contractor’s plant,
and any shipment subject to less-than-car-
load freight rates shall, by the Contractor, be
delivered into the carrier’s possession at the
Contractor’s plant, or at the point or points
nearest thereto at which delivery can be
effected.

(b) Shipping instructions. If not other-
wise provided herein, names of consignees of
all prodacts and materials or other items to
be delivered by the Contractor hereunder
will be furnished to the Contractor in writing
by the Contracting Officer at a later date.

(28) Military security requirements as
set forth in § 406.104-12 of thistitle.

(29) Neutrality Act of 1939 as set forth
in § 406.104-4 of this title,

(30) Guaranty as set forth below:

Guaranty. (a) The Contractor guarantees
that %4ll work called for herein shall meet
and comply with the pertinent specifications,
including performance of any and all articles
called for under the terms hereof, that the
work shall be executed in the best and most
workmanlike manner, by qualified, careful
“and efficient workers, and that the materials
shall be of the best quality of their re-
spective kinds unless otherwise authorized by
the Contracting Officer.
(b) If the Contracting Officer requires that
the Contractor submit for prior approval
samples of materials proposed for use in the
~work covered by this contract, the Contrac-
tor shall make no commitments for such
materials until the submitted sample has
been approved by the Contracting Officer.
{c) At the election of the Government,
work called for hereunder which does not
conform to the requirements of this contract
may be accepted notwithstanding such fail=
ure to conform to this contract or to the
specifications and guarantees, but in such
event an appropriate reduction may be made
in the fee. If any dispute shall arise con-
cerning a proposed reduction in the-fee the
same shall be regarded as a dispute concern-
ing a question of fact within the mean-
ing of the clause of this contract entitled
- “Disputes”.

Nore: For preferred alternative Guaranty
clause, see § 1006.13083.

(31) Insurance as set forth below:
Insurance. (a) Notwithstanding the pro-

visions of Part 2 of Section XV of the Armed -

Services Procurement Regulations, the Gov-
ernment’s obligation to reimburse the Con-
tractor for the cost of bonds, insurance and
any pension or retirement plan, incurred in
connection with performance of the con-
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tract, shall be limited to the cost of such
bonds, insurance, pension or retirement plan
as approved by the Contracting Oifficer. In
addition to the allowance of such costs, the
Contractor shall also be allowed costs and
expenses incurred in the defense and/or
discharge of such claims of others on account
of death or bodily injury of persons or loss
or destruction of or damage to property as
may arise out of or in connection with the
performance of the work under this contract;

provided, that such reimbursement shall not -

include any amount for which the Contractor
is indemnified or compensated by insurance
or otherwise, or any amount for which it
would have been so indemnified or compen-
sated except for the failure of the Contrac-
tor to procure or maintain bonds or insur-
ance in accordance with the requirement of
the Contracting Officer. The foregoing shall
not restrict the right of the Contractor to
be reimbursed for the reasonable cost of
necessary insurance covering the Contrac-
tor’'s property or property for which the
Contractor is responsible to someone other
than the Government and which is used or
to be used in the performance of this
contract.

/. (b) In addition to the Contractor’s regu-
lar insurance program which may be ap-
proved pursuant to paragraph (a) hereof
the Contractor agrees to procure and there-

after maintain such additional bonds, in- -

syrance, pension or retirement plans, in such
forms and in such amounts and for such
periods of time as the Contracting Officer
may require in writing and the Contractor
shall be reimbursed for the cost thereof.

(¢) The Contractor shall give the Con-
tracting Officer or his representative immedi-
-ate notice in writing of any suit or action
filed against the Contractor arising out of the
performance of this contract and of any claim
against the Contractor, the cost and ex-
pense of which are reimbursable under the
provisions of paragraph (a) hereof and the
risk of which is the uninsured or in which
the amount claimed exceeds the amount of
insurance coverage. The Contractor shall
furnish immediately to the Contracting Of-
ficer eopies of pertinent papers received by
the Contractor. Insofar as the following
shall not conflict with any policy or contract
of insurance and, upon request of the Con-
tracting Officer, the Contractor shall do any
and all things to effect an assignment and
subrogation in favor of the Government of
all Contractor’s rights and claims, except
against the Government, arising from or
growing out of such asserted claims, and if
required by the Contracting Officer, shall
authorize representatives of the Government
to settle and/or defend any such claim and
torepresent or take charge of any such litiga-
tion affecting the Contractor.

(32) Additional provisions to be in-
serted in cost-plus-a-fixed-fee subcon-
tracts, as set forth below:

Additional provisions to be inserted in
cost-plus-a-fired-fee subcontracts. (a) The
Contractor will include in each cost-plus-a-
fixed-fee subcontract made under this con-
tract a provision as follows:

(1) The title to all work under this sub-
contract, completed or in the course of man-
ufacture or assembly in the subcontractor’s
Pplant, shall ke in the Government. Upon

- delivery thereof to the subcontractor at any
point within the ccntinental limits of the
United States or any place approved by the
Contractor, title to all purchased materials,
parts, assemblies, subassemblies, tools, ma-
chinery, equipment and supplies, for which
the sukcontractor shall be entitled to be
reimbursed hereunder, shall vest in the
Government.

(2) The subcontractor shall not be “eim-
bursed for the cost of any insurance on any
property of the Government.
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(3) As used herein the term “Gover..-
ment” shall be deemed to mean the United
States of America.

(b) The Contractor will, if so requested
by the Contracting Officer, include in any
particular cost-plus-a-fixed-fee subcontract,
a provision as follows:’

The subcontractor shall procure and there-
after maintain the following insurance:

(here shall be inserted the types, amounts
and limits of insurance, as specified in writ-
ing by the Contracting Officer). The cost
of such insurance and losses or expenses (in-
cluding settlements made with the written
consent of the Contracting Officer who exe-
cuted the principal contract or his duly au-
thorized successor or representative) not
compensated by insurance or otherwise and
found and certified by the Contractor and
said Contracting Officer or his duly author-
ized successor or representative to be just
and reasonable, actually sustained by the
subcontractor in the defense and/or dis-
charge of such claims of others on account of
death or bodily injury of persons or loss or
destruction of or damage to property as may
arise out of or in connection with the per=
formance of the work under this subcon-
tract shall be allowable items of cost here=-
under; provided that such reimbursement
shall not include any amount for which the
subcontractor would have been indemnified
or compensated except for the failure of the
subcontractor to procure or maintain insur-
ance in accordance with the requirements of
this subtontract. The subcontractor shall
give the Contractor immediate notice in writ-
ing of ahy suit or action filed against the
subcontractor, arising out of the performance
of this subcontract and of any claims against
the subcontractor, the cost and expense of
which is reimbursable under the provisions
of this subcontract pertinent to allowable
items of cosf, and the risk of which is then
uninsured or in which the amount claimed
exceeds the amount of insurance coverage.
The subcontractor shall furnish immediately
to the Contractor copies of all pertinent
papers received by the subcontractor. Inso-
far as the following shall not conflict with
any policy or contract of insurance, and upon
request of the Contractor, the subcontractor
shall do any and all things to effect an as-
signment and subrogation in favor of the
Contractor or its nominee of all subcon-
tractor’s rights and claims, except rights and
claims of the subcontractor against the Con-
tractor or such nominee, arising from or
growing out of such asserted claim, and if
required by the Contractor, shall authorize
representatives of the Contractor or of its
nominee to settle and/or defend any such
claim and to represent the subcontractor in
or take charge of any such litigation. Every
policy for the insurance referred to in this
paragraph shall contain an indorsement or
other recital excluding by appropriate lane-
guage any claim on the part of the insurer
or obligor to be subrogated, on payment of
a loss or otherwise, to any claim against the
Contractor or the Government; provided,
however, that the Contracting Officer, in
writing, may approve such bonds or insur-
ance policies without any such indorsement
or other recital. !

(c) Whenever a provision as set forth in
paragraph (b) of this clause is inserted in
any subcontract, then the Contractor will
forthwith transmit to the Contracting Ofiicer
all notices and copies of papers received by
it from the subcontractor, will make the Gove
ernment its nominee for all assignments and
subrogations received by it from the subcon-
tractor thereunder and, if required by the
Contracting Officer, will do everything in its
power to have representatives of the Govern-
ment authorized to settle and/or defend the
claims therein referred to and to represent
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the subcontractor in or to take charge of the
iitigation therein referred to.

(33) Release provisions, as set forth
below*

Release provisions: (a) Prior to final pay-
ment and as a condition thereof, the Con-
tractor shall furnish the Government with a
release of all claims agalnst the Government
arising under and by virtue 'of this contract,

other than (i) such claims, if any, as may be _,

specifically excepted by the Contractor from
the operation of the release in statéd amounts
to be set forth therein, or in estimated
amounts where the amounts are not sus-
ceptible of exact statement, and (il) any

claim based upon responsibility of the Com-

tractor to third parties arising out of the
performance of this contract not known to
the Contractor at the time of furnishing the
release.

(b) Even though the existence or amount
thereof shall not be determined until after
the furnishing of such release as is described
next above, reimbursement’ to be made for
payments made by the Contrattor shall in-
clude, along with wages and salaries otherw,
wise reilmbursable, all addifional amounts
determined (either by approval of the Con-
tracting Officer or by litigation as hereinafter
provided) to be due and payable for overtime
compensation and allowances under local,
State or Federal laws in connection with
such wages and salaries.

(c) The Contractor shall promptly notify
the Contracting Officer of any claims of the
type described in paragraph (a) (ii) above.
which are asserted subsequent to fhe execu-
tion of the release.

(d) In the event the Contracting Officer
shall determine that the best interests of
the Government required that the Contractor
initiate or defend litigation in connection
with claims of third parties arising out of the
performance of this contract, the Contractor
will proceed with such litigation in good
faith and the costs and expenses of such
litigation, including judgments and court
costs, allowances rendered or awarded in con-
nection with suits for wages, overtime or
salaries, and reasonable attorneys’ fees for
private counsel, shall be reimbursable under
this contract. The term “litigation” shall
include suits at law or in equity and pro-
ceedings before any Governmental agency
having jurisdiction over the claim,

(34) Gratuities as set forth i § 4086.
104-16 of this title.

(35) Exammation of records as set
forth in § 406.104-15 of this title.

(36) The Contract clauses as set forth.
in §406.104 of this title (not otherwise
mentioned 1n this part and Part 408 of
this title will be used in accordance with..
instructions contamed in said section
and part. The clauses set forth in
§§ 40@.105~5, 406.105-7 and 408.106 of
this title will be used where necessary or
desirable to cover the subject matter
contamed in such clauses.

(37) Alterations as set forth 1n § 406.-
105-1 of thas title will be used 1n accord-
ance with mstructions contained 1n sub-
Paragraph (18) of § 1006.102 (b)

(38) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b)

(39) Approval as set” forth in § 406.-
105-2 of thus title will be used in accord-
ance with instructions contained mn sub-
baragraph (20) of § 1006.102 (b)

§1006.203 Cost-plus-a-fired-fee serp=
ice contracts, (a) All cost-plus-a-fixedw
fee contracts for services shall contain
the following clauses in the following
sequence:

RULES AND REGULATIONS

(1) Definitions as set forth in § 406.-
103-1 of thus title,

(2) Changes as set forth in subpara-
graph (2) of § 1006.202 (a)

(3) Inspection as set forth below:

Inspection. All material and workman-
ship shall be subject to inspection and test
by representatives of the Government. For
this purpose, the Conftractor shall allow
at all times Inspectors and other Govern-
ment personnel free gccess to the plant and
operations and shall furnish such facllities,
supplies and services as may be required for
this work.

(4) Remmbursement as set forth in
subparagraph (4) of § 1006.202 (a)

(5) Assignment of claims as set forth
1n § 406.103-8 of this title.

(6) Delay 1n performance as set forth
in subparagraph (6) of § 1006.202 (a)

(1) Disputes as set forth in § 406.103-
12 of this title. -

(8) Notice and assistance as seb forth
1n § 408.102 of this tifle.

(9) Convict labor as set forth in
§ 411.203 of this title.

(10) Eight-hour law as set forth in
§ 411.303 of this title.

(11) Nondiscrimination in employ-
ment as set forth in § 411.803 of this title.

(12) Officials not to benefit as set forth
m’§ 406.103-19 of this-title.

(13) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(14) Termingtion as set forth 1n sub-
paragraph (16) of § 1006.202 (a) except
that paragraph (e) (1) dv) B) of
§ 407.702 of this title 1s deleted and the
following substituted therefor:

«(B) In the event of the termination of
this contract for the default of the Contrac-
tor, the total fixed fee payable shall be such
proportionate part of the fee (or, if this
contract calls for services and/or articles of
different types, of such part of the fee as is
reasonably allocable to the type of service
and/or article under consideration) as the
total number of services and /or articles de-
livered to and accepted by the Government
bears to the total number of services and/or
articles of a like kind called for by this
contract.

If the amount determined under this sub-
paragraph is less than the total payment of
the fixed fee theretofore made to the Con-
tractor, the Contractor shall repay to the
Government the excess amount.

(15) Notice to the Government of labor
ic;l_itslputes as set forth 1n § 406.105-3 of this
itle

(16) Reporting of royalties as set forth
1n § 408.103 of this title.

(17) Subecontracts as set forth mn sub-
paragraph (23) of § 1006.202 (a)

(18) Reproduction rights as set forth
1a subparagraph (7) of § 1006.102 (b)

(19) Inspection and audit of books
as set forth in subparagraph (25) of
§ 1006.202 (a)

(20) Employment of aliens as seb
forth in § 406:104-3 of this title and sub-
paragraph (26) of § 1006.202 (a)

(21) Government property as seft; forth
i § 412.503 of this title and subpara-
graph (20) of § 1006.202 (a).

,(22) Additional provision concerning
Government property as set forth in sub-
Dparagraph (21) of § 1006.202 (a.)

(23) Guaranty as set forth in subpara-
graph (30) of § 1006.202 (a) except that
paragraph (b) of the guaranty as cited
in this subparagraph will be deleted.

(24) Insursnce as seb forth in sube
paragraph (31) of § 1006.202 ()

(25) Release provisions ag set forth in
subparagraph (33) of § 1006.202 (&)

(26) Gratuities as-set forth in § 406.«
104-16 of this title.

(27) Examination of records ag sot
forth in § 406.104-15 of this title.

(28) The contract clauses as seb forth
in §406.104 of this title (not otherwiso
mentioned in this part and Part 408 of
this title will be used in accordanco with
mstructions contained in sadd scotion
and part. The clauses set forth in
§§ 406.105-5, “406.105-7, and 408.106 of
this title will be used where necessary or
desirable to cover the subject muttor
confained in such clauses.

(29) Celling prices as set forth In
§ 406.103-22 of this title,

(30) Alterations as set forth in
§ 406.105-1 of this title will bo uded In
accordance with instructions contained
1n subparagraph (18) of §1006.102 (b),

(31) Contractual contents as set forth
1 subparagraph (19) of § 1006.102 (b),

(32) Approval as set forth in
§ 406.105-2 of this title will be used in
accordance with instructions contained
in subparagraph (20) of § 1006.102 (b)

§ 1006.204 Cost-plus-a-fixed-fee open
contracts. (a) All open contracts (soo
§ 1006.104 (d)) placed on & cost=plug-n<
fixed-~fee basis will consist of the follow-
g clauses in the following sequenco?

(1) Definitionsg as set forth in
§ 406.103-1 of this title.

(2) Changes as set forth in subparne-
graph (2) of § 1006.202 (a)

(3) Inspection as set forth in clausoe 3,
§ 1006.202 (a)

(4) Reimbursement as sob forth boe
low:

)

Reimbursement. (a) The Contractor shall
be patd as full componsation for the por«
formance of any call under this contraot,
a fixed fee specified 1n the Schedulo and tho
allowable costs of performance of any of
such calls, The estimated cost of porforme
ance iIs set forth in each Exhibit approved
attached to and made a part of this cone
tract as provided in the clauso horcof one
titled “Calls” Sald estimated costs and
fixed fee are subject to increasoy or doa
creases as herein provided, but thore shall
be no adjustment in the amount of fixed
fee because of any errors or omisslons in
computing said estimated cost, or boonuse
the estimated cost varles from the aotual
cost.

(b) Allowable costs will be dotermined by
the Contracting Officer in accordance with
Pﬂjt 2 of Sectlon XV of tho Armed Sorvices
Procurement Regulation, 1t boing understood
that the premium portion of overtimeo wage
payments shall be allowable hereunder only
if and to the extent that the overtimo worl:
for which such payments are macde has baon
expressly authorized by tho Contraoting
Officer in writing,

Nore: Special costs, 1f any, will bo as
authorized by Part 414 of this title, and will
be stated in the Schedule., Provisions of tho
reference “Part 2 of Seotion XV of the Armecd
Services Procurement Regulation” in the
foregoing clause are contained in Part 414 of
this title,

(¢) The methad of accounting uged by tho
Contractor shall be subject to tho approval
of the Contracting Officor, but no materinl
change will be made in Contractor’s mothod
If it conforms to good accounting praotice
and if the costs are roadily ascertainable,
therefrom. So far as practicable, tho Con.

/‘

!
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tractor shall maintain a complete separate
system of accounts for work under this con-
tract. The Contractor shall procure materials
and services in the manner most advanta-
geous to the Government, price and other
factors considered.

(d) The Government will currently reim-
burse the Contractor for such expenditures
made in accordance with this contract as
may be approved or ratified by the Contract-
- ing Officer and upon certification to and veri-
fication by him of the original signed pay-
rolls for labor, the original paid invoices for
material, or other original papers: In the
event it is impracticable for the Contractor
to furnish original signed payrolls for labor,
original paid invoices for material or other
original papers, Contractor shall furnish evi-
dence in a form acceptable to the Contract-
ing Officer covering expenditures to be re-
imbursed hereunder. Reimbursement will
normally be made weekly, but may be made
at other intervals if conditions so warrant.

(e) "Ninety percent (90%) of the fixed fee
set forth in the Schedule, as said fee may
be increased or decreased from time to time,
shall be paid as it accrues, in monthly in-
stallments based upon percentage of com-
pletion of the work on each call as de-
termined by the Contracting Officer. Upon
completion of the work on each call and its
final acceptance any unpaid balance of the
fee shall be paid to the Contractor.

(f) As of the date of this contract, there
has been allotted for it the sum stated in the
Schedule. This sum may be increased from
time to time by the Government solely in its
discretion. Upon the making of any such
increase, the Contracting Officer shall notify
thg Contractor in writing of the amount
theéreof. -

(g) Notwithstanding any other provision
of this contract, the Contractor shall not be
obligated to furrish any articles or supplies
pursuant hereto the aggregate estimated cost
. and fixed fee of which, when added to the
aggregate estimated cost and fixed fee of all
articles and supplies theretofore furnished
pursuant hereto, would exceed said sum. If
at any time the Contractor considers it likely
that, by reason of calls which have been
made, of which it anticipates will be made
pursuant hereto, the sum allotted may short-
1y be exceeded, the Contractor will so notify
the Contracting Officer and the parties may
thereupon enter into negotiations for such
amendment to or modification of this con-
tract and/or any call issued hereunder, as
may be appropriate. Anythihg in this con-
tract to the contrary notwithstanding, the
Government shall not be obligated to pay to
the Contractor any amount in excess of the
sum allotted for this contract.

(h) Any cost incurred by the Contractor
under the terms of this contract which would
constitute an allowable item of cost under
the provisions of paragraph (b) of this
clause shall be included in determining the
amount payable under this contract, not-
withstanding any provigions contained in the
specifications or other documents, incorpo-
rated in this contract by reference, designat-
ing serviees to be performed or materials to
be furnished by the Contractor at its expense
‘'or without cost to the Government.

(5) Assignment of claims as set forth
in § 406.103-8 of this tfitle.

(6) Delay in performance as set forth
in subparagraph (6) of § 1006.202 (a).

(1) Disputes as set forth in § 406.103-
12 of this title. ' .

(8) Notice and assistance as set forth
in § 408.102 of this title.

(9) Buy American Act as set forth in
§ 406.103-14 of this title. ‘

(10) Convict labor as set forth in
§ 411.203 of this title.

(11) Eight-Hour Law as set forth in
§ 411.303 of this title,
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(12) Walsh-Healey Public Contracts
Act as set forth in § 411.604 of this title.

(13) Nondiscrimination in employ-
ment as set forth in § 411.803 of this title.

(14) Officials not to benefit as set
forth in § 406.103-19 of this title.

(15) Termination as set forth in sub-

‘paragraph (18) of § 1006.202 (a).

(16) Calls as set forth below:

Calls. (a) The Contractor shall furnish
and deliver to the Governmvent such articles
and supplies, of the types hereinafter et
forth, as the Government may hereafter make
calls for hereunder, during -the period com-
mencing on the date of execution hereof, and
expiring on thé date set forth.in the Sched-
ule. Quantities of the articles and supplies
to be furnished hereunder and the estimated
cost and fixed fee therefore, which estimated
cost and fixed fee shall be fair and equitable,
shall be determined as hereinafter provided.

(b) The articles and supplies to be fur-
nished hereunder shall consist of (here insert
appropriate description).

(¢) Prior to requesting the Contractor to
perform work hereunder, the Contracting
Officer shall inform the Contractor in rea-
sonable detail of the supplies required and
shall request the Ceontractor to submit, for
the approval of the Contracting Officer, a
written ‘“estimate” quoting an estimated
unit cost, an estimated total cost and a
fixed fee, not to exceed the percentage set
forth in the Schedule, on each item, which
estimate shall in any event be submitted
prior to a call for the said supplies. Calls
by the Government hereunder will be made
by the Contracting Officer by notification to
the Contractor, which notification may either
be written, oral, telegraph, teletype or any
other appropriate means of communication,
but if not signed by the Contracting Officer
shall be confirmed as soon as possible after
the issuance thereof by written notice signed
by the Contracting Officer. Each such call
shall set forth the particular articles and
supplies to be furnished, the quantities
thereof required and the date of delivery
required therefor. Immediajely upon re-
ceipt of each such call, however received, the
Contractor, subjeet to the provisions of
paragraphs (d) of this clause and (g) of
the clause hereof entitled “Reimbursement”,
shall proceed to manufacture or place orders
for the procurement of the articles and sup-
plies set forth therein and shall deliver such
articles and supplies within the time speci-
fied even though such times of delivery may
extend beyond the period provided in this
contract for the making of calls under this
paragraph.

(d) If, upon receipt of any call under
paragraph (c) of this clause, the Contractor
determines that it will be unable to meet
the delivery schedule therein set forth, or
that the meeting of such delivery schedule
therein set forth, or that the meeting of such .
delivery schedule will necessitate the acqui-
sition by the Contractor of additional facili-
ties, or will result in interference with the
contractor’s production on its other orders
and contracts with the Government, the
Contractor (although it shall, at all times,
be obligated to make every effort to meet
such delivery schedule without interference
with such other preduction) shall notify the
contracting officer thereof as soon as possible
after receipt of each such call. The parties
will thereupon enter into negotiations to
correct such situation either by modification
of the terms of such call, or, if appropriate,
by taking steps for the acquisition of such
additional facilities as may be required, or
otherwise may be agreed upon by them. If
the reason. assigned by the Contractor for
the giving of any such notice shall be that
additional facilities are required, or that
interference with other orders and contracts
with the Government will result, the con-
tractor, pending a conclusion of such nego-
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tiations satisfactory to both parties shall,
nevertheless, be obligated to manufacture or
place orders for the procurement of so much
of the articles and supplies specified in such
call as to which additional facilities are not
required, or the furnishing of which will not
interfere with the contractor’s other orders
and contracts with the Government, and to
deliver the same within the tinie specified in
such call.

(1'7) Notice to the Government of la-
bor disputes as set forth in § 406.105-3
of this title. -

(18) Notice of shipments as set forth
in § 406.105-4 of this title.

(19) Government property as seb
forth in § 412.503 of this title and sub-
paragraph (20) of § 1006.202 (a).

(20) "Additional provisions concern=-
ing Government property as set forth
in subparagraph (21) of § 1006.202 (a).

(21) Reporting of royalties as set
forth in § 408.103 of this title.

(22) Subcontracts as set forth
subparagraph (23) of § 1006.202 (a).

(23) Reproduction rights as set forth
in subparagraph (7) of § 1006.102 (b).

(24) Inspection and audit of books as
set forth in subparagraph (25) of
§ 1006.202 (a).

(25) Employment of aliens as set
forth in § 406.104-3 of this title and
subparagraph (26) of § 1006.202 (a).

(26) Shipping requirements as set
forth in subparagraph (27) of § 1006.-
202 (a).

(27 Military security requirements
as set forth in § 406.104-12 of this title.

(28) Neutrality Act of 1939 as set
forth in § 406.104—4 of this title.

(29) Guaranty as set forth in sub-
paragraph (30) of § 1006.202 (a).

(30> Insurance as set forth in sub-
paragraph (31) of § 1006.202 (a).

(31) Additional provisions to be in-
serted in cost-plus-a-fixed-fee subcon-
tracts as set forth in subparagraph (32)
of § 1006.202 (a).

(32) Release provisions as set forth in
subparagraph (33) of § 1006.202 (a).
(33) Gratuities as set. forth

§ 406.104-16 of this title.

(34) Examination of records as set
forth in § 406.104-15 of this title.

(35) Ceiling prices as set forth in
§ 406.103-22 of this ftitle.

(36) The contract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned in this part) and Part 408 of
this title will be used in accordance with
instructions contained in said section

in

in

.and part. The clauses set forth in

§§ 406.105-5, 406.105-7 and 408.106 of
this title will be used where necessary or
desirable to cover the subject matter
contained in such clauses.

(37) Alterations as set forth in
§ 406.105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of § 1006.102 (b).

(38) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b).

(39) Approval- as set forth in
§ 406.105—2 of this title will be used in
accordance with instructions contained
in subparagraph (20) of § 1006.102 (b).

SUBPART C—TFIXED-PRICE CONTRACTS FOR
RESEARCH AND DEVELOPMENT

§ 1006.301 General. Pending issu-
ance of Subpart C of Pari 406 of this



4806 °

title (Armed Services Procurement Reg-
ulation) all fixed-price contracts for re-
search and development will be mn the
form and contain the clauses set forth
1 § 1006.402.

SUBPART D—FIXED-PRICE SERVICE CONTRACTS

§1006.401 Scope of subpart. This
subpart sets forth the required and au-
thorized clauses for use mn fixed-price
contracts for services.

§ 1006.402 Nompersonal service con-
tracts. (a) All fixed-price contracts for
nonpersonal services will consist of the
following clauses mn the following se-
quences

(1) Definitions as set forth 1mn
§ 406.103-1 of this title,

(2) Changes as set forth below*

Changes. The Contracting Officer may, at
any time, by a written order, issue additional
instruction, require changed, modified or ad~
ditional work and services or direct the omis-
sion of work and services covered by this
contract. If such changes cause a material
increase or decrease in the amount or char-
acter of the work to be performed under this
contract, orin the time required for its per-
formance, an equitable adjustment of the
fixed price to be paid to the Contractor shall
be made and the contract shall be modified
in writing accordingly. Any claim by the
Contractor for adjustment under this clause
must be asserted within 90 days-from the
date of receipt by the Contractor of the
notification of change: Provided,. however,
‘That the Contracting Officer, if he decides
that the facts justify such action, may re-
celve and act upon any such claim asserted
at any time prior to final payment under
this contract. Fallure to agree to any ad-
justment shall be a dispute concerning a
question of the fact within the meaning of
the clause of this contract entitled “Dis-
putes” However, nothing in this clause shall
excuse the Contractor from proceeding with
the contract as changed.

(3) Inspection as set forth in sub-
paragraph (3) of § 1006.203 (a)

(4) Payments as set forth in § 406.-
1037 of thus title.

(5) Assignment of claims as set forth
in § 406.103-8 of this title,

(6) Taxes as set forth in § 411.401 of
this title, The additional subparagraph
set forth in subparagraph (10) of § 1006.~
102 (a) may be included in said clause.

(7) Default as set forth in § 406.103-11
of this title.

(8) Disputes as set forth m § 406.-
103-12 of this title.

(9) Notice and assistance as set forth
in § 408.102 of thus title.

(10) Buy American. Act as set forth in
§ 406.103-14 of this title,

(11) Conwvict labor as set forth in
§ 411.203 of this title,

(12) Eight-Hour Law as sef forth in
§ 411.303 of this title.

(13) Nondiscrimination in employ-
ment as set forth in § 411.803 of thas title.

(14) Officials not to benefit as seb
forth 1n § 406.103-19 of thus title.

(15) Covenants agamst contingent
%‘efs as set forth in §40q.103—20 of this

itle.

(16) Termination for the convenience
of the Government as set forth below*

Termination for the convenience of the
Government. (a) 'The performance of work
under this contract may be terminated by
the Government in accordance with this
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clause in whole, or from time to time in part
whenever the Contracting Officer shall*dster-
mine that such termination is the best ine
terest of the Government. Any such termi-
nation shall be effected by dellvery to the
Contractor of a Notice of Termination speci=
fying the extent to which the performance
of work under this contract is terminated,
and the date upon which such termination
becomes effective.

(b) After receipt of a Notice of Termina-
tion, and except as otherwise directed by the
Contracting Officer, the Contractor shall (1)
stop work under the contract on the date
and to the extent specified in the Notice of
Termination; (2) place no further drders or
subcontracts for materials, services or fa-
cilitles except-as may be necessary for com-
pletion of such portion of the wark under
this contract as is not terminated; (3) termi-
nate all orders and subcontracts to the ex-
tent that they relate to the performance of
work terminated by the Notice of ‘Termina-
tion; (4) assign to the Government, in the
manner and to the extent directed by the
Contracting Officer, all of the right, title and
interest of the Contractor under the orders
or subcontracts so terminated; (5) settle all
outstanding liabilities and all clairhs arising
out of such termination of orders and sub-
contracts with the approval or ratification of
the Contracting Officer, to the extent he may
require, which approval or ratification shall
be final for-all the purposes of this clause;
(6) transfer title (to the extent that title has
not already been transferred) and, in the
manner, to the extent and at the times di-
rected by the Contracting Officer, deliver to
the Government (1) the fabricated or unfab-
ricated parts, work in process, comgpteted:
work, supplies, and other material produced
as a part of, or acquired in respect of the
performance of, the work terminated by the
Notice of Termination, and (it) the com-
pleted or partially completed plans, drawings,
information and other property which, If this
contract had not been terminated, would be
required to be furnished to the Government;
(7) use his best efforts to sell in the manner,
at the times, to the extent, and at*the price
or prices directed or authorized by the Con-
tracting Officer, any property of the types
referred to in provision (6) of this para-
graph; provided, however, that the Con-
tractor (1) shall not be required to extend
credit to any purchaser, and (il) may retain
any such property at a price or prices ap-
proved by the Contracting Officer and pro-
vided further, that the proceeds of any such
transfer or -disposition shall be applied in
reduction of any payments to be made by
the Government to the Contractor under this
contract or shall otherwise be credited to the
price qr cost of work covered by this contract
or pald in such other nranner as the Con-
tracting Officer may direct; (8) complete per-
formance of such part of the work as shall
not have been terminated by the Notice of
Termination; and (9) take such action as
may be necessary, or as the Contracting Of-
ficer may direct, for the protection and pres-
ervation of the property related to this con-
tract, which is in possession of the Con-
“tractor and in which the Government has or
may acquire an interest. At any time after
expiration of the plant clearance perlod, as
defined in Section VIII, Armed Services Pro-
curement Regulation, as it may be amended
from time to time, the Contractor may sub-
mit to the Contracting Officer & lst,.cer-
tified as to quantity and quality, of any or
all items of termination inventory not pre-
viously disposed of, exclusive of items the
disposition of which has been directed or au-
thorized by the Contracting Officer, and may
request the Government to- remove such
items or enter into a storage agreement cov-
ering them, Not later than fifteen (15) days
thereafter, the Government will accept title
to such items and remove them or enter into

a storage agreement covering the same pro-

vided that the Hst submitted shall bo sub«
Ject to verification by tho Contracting Of«
ficer upon removal of tho items, or if the.
items are stored, within forty-five (46) days
from the date of submission of tho list; and
any necessary adjustment to correct tho st

.as submitted shall bo made prior to finnl
-settlement,

(c) After recelpt of a Notico of Tormina«
tion the Contractor shall submit to the
Contracting Officer its tormination claim in
the form and with the cortification pro<
scribed by the Contracting Officor, Such
claim shall be submitted promptly but in
no event Iater than fwo yoars from tho of«
fective date of termination, unless dho or
more extensions in writing are granted by
the Contracting Officer upon request of tho
Contractor made in writing within sttoh two«
year period or authorized extension thoro«
of. Upon fallure of the Contractor to sube
mit a termination claim within the time
allowed, the Contracting Offlicer shall do«
termine, on the basls of information availe
able to him, the Amount, If any, dus to the
Contractor by teason of tho termination.

{d) Subject to the provislons of purge
graph (c) above, the Contractor and the
Contracting Officer may agreo upon tho
whole or any part of the dmount or smounts
to be pald to the Contractor by reason of tho
total or partial terminatiod of work pure
suant to this clause, which amount or
amounts may Include a reasonable allow-
ance for profit on work done. Tho contraot
shall be amended accordingly and the Con«
tractor shall be paid the agreed amount,
Nothing in paragraph (o) of this olause,
prescribing the amount to Bo pald to the
Contractor in the event of fallure of ,tho
Contractor and tho -Contracting Offleer to
agree upon the whole amount to be pald to
the Contractor by reason of the tormination
of work pursuant to this olause, shall bo
deemed to 1imit, restrict, or othorwite dotor«
mine or affect the amount or amounts whioh
may be agreed upon to bo pald to the Cone
tractor pursuant to this paragraph (d).

(e) In the ovent of the fallure of tho Cone
tractor and the Contracting Officer to agteo
in whole or in part, as provided In paragtaph
(d) above, as to the amount or amounts topo
paid to the Contractor in connection with the
termination of work pursuant to this olauso,
the Contracting Officer, but without dupll«
catlon of any amounts agroed upon in
accordance with paragraph (d) sbove, shall
determine on the basis of Information aviil«
able to him, the amount, if any, due to the
Contractor by reason of the termination.

(f) The Contractor shall have the right of
appeal, under the clause entitled “Disputes”,
from any determination of the amount due
to the Contractor made by the Contracting
Officer under paragraphs (¢) or (o) above,
except that 1f the Contractor has falled to
submit a claim within the time provided in
paragraph (c) above, and has fatlod to roe
quest extension of such time, the Contractor
shall have no such right of appegl. In any
case where the Contracting Officer hag made
a determination of the amount dup tundor
paragraphs (c) or (e) above, the Government
shall pay to the Contractor the following:
(1) if there is no right of appeal herounder or
if no timely appeal has been taken, the
amount so determined by tho Contraoting
Officer, or (i1) if an appeal has been talkon,
the amount finally determined on suoh aps
peal.

(g) In arrlving at tho amount due to the
Contractor under this clause thoro shall bo
deducted (1) all unliquidated advance or
other unliquidated payments thoretofore
made to the Contractor, (2) any claim whioh
the Government may have against the Cone
tractor in connection with this contract, and
(3) the agreed price for, or tho procoods of
sale of, any materlals, supplies or other
things acquired by the Contractor or sold
pursuant to the provisions of this clattse and
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not otherwise recovered by or credited to the
Government,

() If the termination hereunder be par-
tial, prior to the settiement of the terminated
portion of this contract, the Contractor may
file with the Contracting Officer a request in
writing for an equitable adjustment of the

price or prices specified in the contract relat-
ing to the continued portion of the contract

(the portion not terminated by the Notice
of Termination), and such equitable adjust-
ment as may be agreed upon shall be made
in such price ot prices.

(i) The Government may, from time to
time, under such terms and conditions as it

may prescribe, make partial payments and®

payments on account against costs incurred
by the Contractor in connection with the
terminated portion of the contract whenever
in the opinion of the Contracting Ofiicer the
aggregate of such payments shall be within
the amount to which the Contractor will he
entitled hereunder. If the total of such pay-
ments is in excess of the amount finally

_ determined to be due under this clause, such
excess shall be payable by the Contractor to
the Government upon demand, together with
interest computed at the rate of 6 percent
per annum, for the period from the date
such excess payment is received by the Con-
tractor to the date on which such excess is
repaid to the Government; provided, how-
ever, that no interest shall be charged with
respect to any such excess payment attrib-
utable to & reduction in the Confractor’s
claim by reason of retention or other dispo-
sition of termination inventory until 10 days
after the date of such retention or dispo-
sition.

(j) Unless otherwise provided for in this
contract, or by applicable statute, the Con-
tractor, from the effective date of termina-
tion and for a period-of six years after final
settlement under this contract, shall pre-
serve and make available to the Government
at all reasonable times at the office of the
Contractor, but without direct charge to the
Government, all its books, records, docu-
ments, and other evidence bearing on the
costs and expenses of the Contractor under
this contract and relating to the work termi-
nated hereunder, or, to the extent approved
by the Contracting Officer, photographs,
micro-photographs, or other authentic re-
preductions thereof.

Nore: Provisions of the reference “Section
VIII, Armed Servi¢es Procurement Regula-
tion” in a foregoing clause are contained in
Part 407 of this title.

(17) Notice to Government of labor
disputes as set forth in § 406.105-3 of this
title.

(18) Employment of ahens as set forth
in § 406.104-3 of this title, and in sub-
paragraph (9) of § 1006.102 (b).

(19) Military security requirements as
set forth in § 406.104-12 of this title.

(20> Government-furnished property
as set forth in § 412,502 of this title and
subparagraph (5) of § 1606.102 (b).

(21) Subcontracts as set forth below:

Subcontracts. No contract shall be made
by the Contractor with any other party for
furnishing any of the work or services herein
contracted for without the written approval
of the Contracting Officer, but this provision
shall not be taken as requiring the approval
of contracts of employment between the Con~
tractor and personnel assigned for service
hereunder,

(22) Inspection and audit of books
as set forth in subparagraph (8) of
§ 1006.102 (b).

(23) Gratuities as set forth in § 406.~
104-16 of this title.

(24) Examination of records as set
forth in § 406.104-15 of this title.
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(25) Ceiling prices as set forth in
§ 406.103-22 of this title.

(26) The contract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned in this part) and part 408 of
this title will be used in accordance with
instructions contained in said section
and part. The clauses set forth in
§§ 406.105-5, 406.105-7 and 408.106 of
this title will be used where necessary or
desirable to cover the subject matter
contained in such clauses.

(27) Alterations as set forth in
§ 406.105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of § 1006.102 (b).

(28) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b).

(29) Approval as set forth in

§ 406.105-2 of this title will be used in ac-.

cordance with instructions contained in
subparagraph (20) of § 1006.102 (b).

§ 1006.403 Personal service contracts.
(a) All fixed-price contracts for personal
service will consist of the following
clauses in the following sequence:

(1> Definitions as set forth
§ 406.103-1 of this title.

(2) Assignment of claims as set forth
in § 406.103-8 of this title.

(3) Disputes as set forth in § 406 103-
12 of this title.

(4) Officials not to benefit as set forth
in § 406.103-19 of this title.

(5) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(6) Termination for the convenience
of the Government as set forth below:

Termination for the convenience of the
Government. (a) The performance of work
under this contract may be terminated by
the Government in accordance with this
clause in whole, or from time to time in
part, whenever the Contracting Officer shall
‘determine that any such termination is in
the best interests of the Government. Aany
such termination shall be effected by deliv-
ery to the Contractor of a Notice of Termi-
nation specifying the extent to which
performance of work under the contract is
terminated, and the date upon whlch such
termination becomes effective.

(b) Upon receipt of a-Notice of Termina-
tion the Contractor shall, except as otherwise
directed by the Contracting Gfficer, (1) dis-
continue all work to the extent and on the
date specified in such notice and (2) trans-
fer title and deliver to the Government, in
the manner, to the extent and at the times
directed by the Contracting Officer, the com-
pleted and partially completed work, ma-
' terial, drawings, data, information, reports
anhd other property produced as a part of,
or acqguired in connection with the perform-
ance of, the work terminated in such notice.

(c) Upon terminatich of work as provided
in this clause, the Contractor shall, in respect
to the work terminated by the Notice of
Termination, be paid that part of the fixed-
price set forth in the clause of this contract
entitled “Payment” which has accrued for
services rendered hereunder up to the effec-
tive date of such notice and any other
amounts properly owing to the Contractor
under the aforesaid *“Payments” clause

in

. which is theretofore unpaid. Settlement of

the termination of the contract under the
provisions of this paragraph (c) shall be
evidenced by a Supplemental Agreement to
the contract.

(d) Any dispute arising out of the termi-
nation of the contract under this clause shall
be decided in accordance with the proce-
dure prescribed In the *“Disputes” clause
hereof,
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(1) Military security requirements as
set forth in § 406.104-3 of this title.
(8) Subcontracts as set forth below:

Subcontracts, No contract shall be made
by the Contractor with any other party for
furnishing any of the work or services herein
contracted for.

(9) The contract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned in this part) and part 408 of
this title will be used in accordance with
instructions contained in said section
and part. 'The clauses set forth in
§§ 406.105-5, 406.195-7, and 408.106 of
this title will be used where necessary
or desirable to cover the subject matier
contained in such clauses.

(10) Examination of records as set
forth in § 406.104-15 of this title.

(11) Alterations as set forth in
§ 406.105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of § 1006.102 (b).

(12) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b).

(13) Approval as set forth in § 406.-
105-2 ‘of this title will be used in accord-
ance with instructions contained in sub-
paragraph (20) of § 1006.102 (b).

§ 1006.404 Contracts with German
and Austrian Nationals (Paperclip). (a)
All contracts for personal services with
. German and Austrian Nationals will con-
sist of the following clauses in the fol=
lowing sequence:

(1) Scope of employment as set forth
below:

Scope of employment, The Contractor,
during the entire term of this contract, un-
dertakes to prosecute and, to the best of his
ability and skill, perform-such scientific and
technical tasks as may be assigned to him
by the Contracting Officer, at such place or
places as may be designated, and agrees, at
all times, to do his utmost to enhance, de=
velop and further the interests of the Gov«
ernment, in connection with the tasks as-
signed to him.

The nature of the personal services to be
performed by the Contractor is as follows:

Technical Consultant Services

(2) Administration as set forth below:.

Administration. The Contractor agrees
that he shall be and remain under the super-
vision of such military or civilian personnel
of the Government as the Government may
designate.

(3) Security regulations as set forth
below:

Security regulations. In view of the con=
fidence and trust reposed in the Contractor
under the special circumstances of this con-
tract, and in view of the vital connection’
of the project contemplated hereund<r tc the
defense, security, and welfare of the United
States, and as a condition to formal admit-
tanee to this country, the Contractor agrees
to observe such security meacures as the
President of the United States or the Secre~
tary or the Contracting Officer may direct.

(4) Report of espionage as set forth
below:

Report of .espionage. The Contractor
agrees that he will immediately report to
the Contracting Officer whenever for any
cause he has reason to believe that any active
danger of espionage or sabotage exists in any
place at which he is assigned, including com=
plete information relating to the reasons
which cause the Contractor to be apprehen-
sive of such danger.
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' (5) Period of performance and com-
pensation as set forth below*

Period of performance and compensation.
(a) The term of the contract and rate of
compensation shall be as follows:

(1) 'Term: wmeeememw=, » 1951, 10 acema ————)
19_., inclusive.
(2) Rate: $emceaa PEL e .

(b) The compensation herein provided
sghall not accrue:

(1) For time spent on emergency leave
computed from the day of departure from
place of employment to day of return to such
place of employment unless accrued leave is
authorized to be utilized.

(2) For absences from place of duty with-
out authority.

(3) For agreed absences without compen-
sation. -

(c) In addition to the above salary provi-
sions and in connection with travel directed
by the Government, the Contractor shall be
pald a per diem in lieu of subsistence at the
rate and in the manner prescribed by law
and regulations for civilian employees of the
Government. It is specifically understood
and agreed that per diem shall not accrue:

(1) After date of termination hereof as
hereinafter provided.

(2) “While in a travel status on emergency
leave.

(3) When quarters and subsistence are
furnished by the Government at no charge,

(d) The Contractor shall be entitled, in
the same manner as full-time Civil Service
employees, to (1) overtime compensation,
(ii) holiday premium compensation, and
(iif) compensation for holidays on which no
work is performed.

(6) Hours of work as set forth below*

Hours of work. ‘The hours of employment;
are based upon a five-day, forty-hour week
which shall be standard for pay and leave
purposes.

1) Leave as set forth below*

Leave. 'The Contractor shall earn, accrue,
accumulate, and be granted sick and an-
nual leave in accordance with laws and regu-
Iations applicable to full-time permanent
Civil Service employees of the United States
Government in effect on the date of this con-
tract.

(8) Patents and copyrights as set
forth below-

Patents and copyrights. ‘The Contractor,
without further compensation, agrees:

{(a) To disclose to the Contracting Officer
all inventions concelved or first reduced to
practice, or both conceived and reduced to
practice by him during the term of this con-
tract and for a period of six months after
the termination thereof;

(b) To assign and transfer to the Govern«
ment, 88 represented by the Secretary or his
designees, the entire right, title, and inter-
est in and to any and all inventlons which
Contractor conceives or first reduces to prac-
tice, or both conceives and reduces to prac-
tice, during the term of this contract or
which are disclosed in an application for
patent filed within six months thereafter,
which Inventions were made (1) ‘during
working hours, or (2) with a contribution
by the Government of facilities, equipment,
materlals, funds, or information, or of time
or services of Government employees on offi-
cial duty, or (3) bear a direct relation to or
are made in consequence of the official duties
of the Contractor; and to sign and execute
all papers necessary to the 8ling and prose-
cution of applications for patents on such
inventions and for conveying to the Gov-
ernment title to such inventions and applie
cations for patent thereon;

(c) To grant to the Government as repre~
sented by the Secretary, a non-exclusive,
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royalty-free license in and to any and all
inventions which Contractor conceives, or
first reduces to practice, or both conceives
and reduces to practice, during the term of
this contract and for a period of six months
thereafter and which Contractor is not re-
quired to assign to the Government of the
United States in accordance with the pro-
visions of subparagraph (b) above; and to
sign and execute all papers necessary to con-
vey to the Government the rights to which
it is entitled in accordance with this pro-
vision;

(d) All applications for United States pat-
ents in which the Contractor is named as an
inventor during the period beginning six
months after the termination of this con-
tract and continuing to 24 months next fol-
lowing the termination or expiration of this
contrdet will be submitted to the Secretary,
at the time of or prior to filing, together
with a sworn .statement as to the circum-
stances under which the invention was made,
including dates of conception and reduction
to practice. The Secretary will determine
whether the sald circumstances are so re-
lated to Contractor’s employment under this
confract that the Government is entitled to
rights under such invention or inventions
in accordance with subparagraphs (b) or (c)
above, and upon a finding that the Govern-
ment is-so entitled to rights, the determina-
tion of the Secrefary as to the nature and
extent of such rights shall be final, and
the_Contractor agrees to execute all papers
necessary to convey to the Government the
rights to which it is entitled as determined
by the Secretary; and

(e) For himself, his heirs and assigns, to
assert no copyright at common law and to
make no claim to copyright by statute in any
material first produced by him in the per-
formance of this contract.

(9) Transportation as set forth below*

Transportation. (a) The Government will
provide for transportation of the Contractor:

(1) In furtherance of a permanent change
of duty station relating to his employment
under the terms of this contract, in accord-
ance with Executive Order 9805, as heretofore
or hereafter amended; and

(2) In furtherance of the contract, as de-
termined by.the-Government in accordance
with Standardized Government Travel Reg-
ulations, as heretofore or hereafter amended.

(b) In addition to the allowances pro-
vidéd for in subparagraph (a) (1) hereof,
and at the expense of the Government, the
Contractor will be authorized shipment of
scientific books and equipment used in the
performance of his work in connection with
a permanent change of duty station.

(10) Houswng as set forth below

Housing. The Government will endeavor
to assist the Contractor in procuring suitable
housing at or near the place of employment.
The cost of housing will be borne by the
Contractor. Where public quarters are made
avatlable, the Contractor is authorized to use
such facilities at the rate and on the basis
prescribed for civilian employees of the Gov-
ernment. The Contractor agrees to pay all
incidental expenses normally charged there«
for, such as orderly fees.,

(I1) Subsistence as set forth below

Subsistence. Where sultable messing fa-
cllities are operated by the Government at
the place of employment, the Contractor may
be authorized to use such facilities at the
rate and on the basis prescribed for clvilian
employees of the Government.

. (12) Medical services as set forth be~
ow*

Medical services. Medical Service will be
provided by the Government to the Con-
tractor on the same basis and at the same

cost as provided for civillan employces of tho
Government at the location of employment,
Reasonable access to civillan medieal caxe,
will be permitted at the expense of the Cone
tractor.

(13) Bumnal.and effects as set forth
below*

Burial and effects, During the torm hero-
of, in event of the death of tho Contractor,
the Government will provide for 1ocal burial
and return of the personal effects to deponds
ents, If requested by depondents, and when
time and conditions, as determined by thoe
Government, permit, the body will bo ro-
turned to his original place of restdonce ab
the expense of the Government. In tho
event that, atter the death of the Contractor,
the Contractor’s dependents eleot to roturn
to his original place of residence, the Gov«
ernment, at its option, will provide for trang«
portation of such dependents to his original
place of residence, together with thelr por«
sonal and household effects not in excesy of
three thousand (3,000) pounds net weight.

(14) Injuries as set forth below*

Injuries, The Contractor is covered by the
provisions of United States Employees* Comi«
pensation Act, as amended (6 U, 9. ¢, 751
et seq.).

(15) Dependents as set forth below*

Dependents. The Government shall havo
the full right and privilege, after approprinte
investigation, to determine which person or
persons nominated by the Contractor ag hig
dependents are to be considered for tho ptir«
poses of this contract as the Contractor's
dependents. (Normally a lawful wifo, do«
pendent parent, unmarried minor ohildron,
unmarried minor dependent stop-childron
and unmarried minor dependent adoptod
children will be recognized by the Gloverne
ment as bona fide dependents provided each
resides in Contractor’s household.)

(16) Visas as set forth below:

Vise. Upon signature of this contraoct
and provided the personal conduct and po«
1litical background of the Contractor, ny o«
termined by the Government, merlté such
action, the Government will, upon recuest,
favorably recommend the Contractor for an
immipgration visa. In the event of suoh roce
ommendation, the Governmoent, upon ros
quest$, will also favorably recommeond for an
immigration visa such of Contractor’s do«
pendents whose personal conduct and pos
litical background, as determined by tho
Government, merit such action,

(17) Officials not to benefit as sob
forth m-§ 406.103-19 of this title.

(18) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(19) Disputes as set forth in
§ 406.103-12 of this title.

(20) Termungtion as set forth belovr*

Termination. This contract may be tore
minated by the Government at its option

(2) When the CGovernment sdministine
tively determines the Contractor to bo une
satisfactory for the purposes of this contraot
or his conduct to be below required standards
or when for any other reason it is dotormined
that his services are no longer required.

(b) When and if the Contraotor's visa,
where issued, is revoked or invalldated or 1f
the Contractor is denfed enfry into tho
United States,

(c) By mutual agreement.

(d) When the health of tho Contractor, as
determined by the Government, 18 suoh that
geﬂcannot properly porform his agsigned

uties,

(21) Definitions as set forth in § 406.«
103-1 of this title.
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(22) Disclosure of information as set
forth below-

Disclosure of information. The Contractor
agrees that he will not disclose to any person
not entitled to receive it any information
relative to top secret, secret, confidential, or
restricted matter as defined in current mili-
tary regulations that may come to the knowl-
edge of the Contractor.

(23) Certification as set forth below-

Certification. (a) Contractor certifies that,
to the best.of his knowledge and belief, his
physical condition, character and qualifica-
tions are such as to permit him to fulfill this
contract.

(b) Contractor certifies that he has read
the within contract governing his employ-
ment as contemplated herein, and agrees that
he will recognize its terms as the conditions
under which employment Is accepted and
held.

(c) Contractor certifies and affirms that
this contract contains all of the agreements,
promises, understandings, and representa-
tions, verbal or otherwise, made on the part
of the Government or any of its reprezenta-
tives, authorized or unauthorized.

(24) Examination of records as seb
forth m § 406.104-15 of this title.

(25) Approval of contract as set forth
below-

Approval of contract. This contract shall
be subject to the approval of the Secretary,
or ‘his duly authorized representative, and
shall not be binding until so approved.

§1006.405 Contracts for technical
representative services. (a) All fixed-
price contracts for techmeal representa-
tive services will include the following
clauses 1n the following sequence:

(1) Definitions as set forth 1
§ 406.103-1 of this title plus the follow-
g additional paragraphs:

(d) The term “technical representatives”
as used herein includes techniclans, field
engineers, and specialists.

(e) The term “man month” as used here-
in shall be deemed to be the time devoted to
the performance of services hereunder by
one technical representative during a period
of bne calendar month,

(f) The term “continental limits of the
United States” s used herein means any
place within the territorial limits of the 48
States and the District of Columbia.

(g) The term “overseas” as used herein
means any place outside the territorial limits
of the 48 States and the District of Columbia.

(h) For the purpose of giving any of the
directions to the Contractor contemplated
by this clause, the term “Contracting Ofiicer”
includes the Commanding General, Air Ma-
teriel Command, and any duly authorized
representative,

(2) Changes as set forth in subpara-
graph (2) of §1006.402 (a)

(3) Assignment of claims as set forth
m § 406.103-8 of this title.

(4) Default as set forth in §406.103-
11 of this title.

(5) Disputes as sef forth 1n § 406.103-
12 of thus title.

(6) Notice and assistance as set forth
i § 408.102 of this title.

(1) Conwict labor as set forth n
§ 411.203 of this title.

(8) Eight-Hour Law as set forth mn
§ 411.303 of this title.

(9) Nondiscrimination in employment
as set forth 1n § 411.803 of this title.

(10) Officials not to benefit as set
forth in § 406.103-19 of thus title.
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(11) Covenant acamst contincent
fees as set forth in § 4006.103-20 of this
title.

(12) Termination for convenience of
the Government as set forth below:

Termination for convenience of the Gov-
ernment. (a) The performance ¢f wWork une-
der this contract may be terminated by the
Government In accordance with this elause
in whole, or from time to time in part, when-
ever the Contracting Oflcer chall determine
that such termination is for the kost inter-
ests of the Government. Any cuch tcrmina-
tion shall be effiected by dellvery to the
Contractor of a Notice of Termination cpcel-
fying the extent to which perfermance of
work under the contract IS terminated and
the date upon which cuch termination ke
comes effective. Upon reccipt of a Iistico
of Termination and, except as othcrwice
directed by.the Contracting Oficcr, the Con-
tractor shall stop work under (1) the con-
tract on the date and to the estent spoclified
in the Notlce of Termination, (2) procced
promptly with the return to its plant of
such of its technical reprecentatives as may
be covered by sald Notice of Termination,
and (3) transfer title and deliver to the
Government in the manner, and at the times
and to the extent directed by the Controct-
ing Officer, the plans, drawings, infermation
and other property which, If the contract
had been completed, would have bhoen ro-
quired to be furniched to thie Government,

(b) Upon termination of work, as provided
in paragraph (a) above, the Controctor shall,
in respect to such technlcal reprecentatives
as may be covered by satd Notice of Terming-
tion, be paid that part of the fixed price cot
forth in the provicsion entitled “Concldera-
tion and Payment” of the Echedule which
was accrued for cervices rendered hereunder
up to the effective date of such notice, and
for time necessary for such technienl repre-
sentatives to return to the plant ¢f the Con-
tractor after the eficctive date of catd notlca
and any amounts properly owing to it under
sald “Consideration and Payment" clauce
and theretofore unpaid. If, at the date of
sald notlee, certaln costs have actually beon
Incwrred by the Contractor in connectlon
with the contract preliminary to the depar-
ture of the technleal reprecentatives covered
by sald Notice of Termination from the plant
of the Contractor which are allocable to the
entire period of performance contemplated
hereunder, the Government will pay to the
Contractor such sum as thoe Controcting
Oiicer and the Contractor may arree I prop-
erly allocable to the terminated porticn of
the contract. Scttlement under the provi-
sions of this paragraph (b) chall ba evidonced
by a Supplemental Agrcement to the con-
tract.

(c) Any dispute arizing out of the termi-
nation of the contract under this clauce chall
be declded in nccordance with the procedura
prescribed in the “Disputes” claucs hereof.

(13) Notice to Government of labor
disputes as set forth in § 400.105-3 of
thus title.

(14) Employment of aliens as cetforth
i §406.104-3 of this title and in sub-
paragraph (9) of § 1006.102 (b).

(15) MIilitary security requirements as
set forth in § 406.104-12 of this title.

(16) Government-furnished property
as set forth in § 412,502 of this title and
subparagraph (5) of § 1006.102 (b).

(17) Subcontracts as set forth in sub-
paragraph (21) of § 1006.402 (a).

(18) Inspection and audit of books as
set forth in subparasraph (0) of
§ 1006.102 (b).

(19) Capture and detention a3 seb
forth below authorized for overcea
Services:
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Capture end dotentiazn. In the event any
Cantractar porosund accizned to duty under
this contract s found t0 b2 mizoing from his
place of employment, whcther or not sushk
perconnel then actually was enza~ed in the
cource ¢f his cmployment, undcr circum-
ctances cupporting an infcrence thoat his
abzonea was due ta the action of o hostilz
farce ¢r the foree of any power not cllizd
with the United States in a common mili-
tary cffort, or 1 Inown to have been tolcn
prizener, hostage, or otherwice dotalned by
a hostile force or the force of any power not
allled with the United States In o common
military edort, the time spent by cuch per-
connel durlnz cuch detention (which sholl
b2 construcd to Includa the porlsd until such
perconnel {5 returned €9 his place of employ-
ment, or to the United States, or is able to
be returncd to the jurizdlction of the Unlted
States, or death in fact 15 estobliched by a
findinz by the Foderal Sceurity Adminiz-
trator or other Foderal bedy bavinr jurise
dlction or by cther evidence catizfactory to
the contracting cficer, or death can lezally
ba presumed to have occurred) choll not he
concidered o5 time spont in the porformanca
of cervlees hercunder and the Government
chall not ba ghlrated to male any paymnt
on acesunt of cuch porconnel exespt a3 pro-
vided In this paragraph. The Contractor is
authorized to and chall enter into agreee-
ments with perconnel heretinder t0 poy benew
fits to the extent not otherwice pald to such
perconnel fn the event of, and durinz the
tima cpent by csuch perconnel durlnz such
detention, oo esnstrued ahove, walch will
cqual the total wage dua for guch period of
detentlon, o5 construed above, computed on
the bocls of waze rate belnz pald such per-
connel ot the time of cuch detention. Claims
for benefits chall be made under applicable
laww with the Adminlstrator., In the event
that the Contractor’is cblizated by agrees
ments, autiorized above, to pay and shall
have pald bonefits In an amount not pald
or payable by tho Administrator on account
of cuch detention of such personnel, the
Government chall pay to the Contractor, in
respoet of such perconnel durins the perfod
of cuch detention, oo construsd absve, such
amgsunt which when added to the amount
pald or to be pald In respect of such per-
connel by the Administrator, whether to the
Controcter or otherwice, will equal the total
wage due for cuch period of detention, as
construed absve, comnuted on the basis of
wage rate belng pald scuch perconnel at tha
time of cuch detent{on. Subject to the
avallabllity of funds therefor, the oblization
of the Government to malie payments proe
vided for by this paragraph chall continus
in effect durlng the perlod of ouch detention,
as construcd above, and chall survive the
earller explration or termination of this
contract,

(20) Gratulties as set forth in § 406.-
104-16 of this title.

(21) Cszamination of records as seb
forth in § 406.104-15 of this tifle.

~22) The contract clauses as sef forth
in §406.104 of this title (not othervase
mentioned in this part) and Part 403 of
this title will be used in accordance with
instructions contained in said section
and part. The clouses as seb forth n
£8 406.105-5, 406.105-7 and 403.105 of
this title will be used where neeessary or
desirable to cover the subject matter
contained in such clauses.

(23) Alterations as set forth in § 406.-
105-1 of this title will be used in accord-
ance with instructions contained n
subpararraph (18) of § 1006.102 (b)

(24) Contractual contents as sst forth
in subparograph (19) of § 10056.102 (b).

(25) Approval as szt forth in §406.-
105-2 of this title will be used in accord-
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ance with instructions contamned in
subparagraph (20) of § 1006.102 (b)

SUBPART E—TIIME AND MATERTALS CONTRACTS

§ 1006.501 Scope of subpart. This
subpart sets forth authorized clauses for
use i time and matenals contracts.
The use of this form of contract should
be limited to those situations and gov-
erned by the conditions set forth in
§ 402.407 of .this title and § 1003.403 (a)

§ 1006.502 Coniract clauses. (a) All
time and materials contracts will in-
clude the following clauses 1n the follow-
g sequence: B

(1) Definitions as set forth
§ 406.103-1 of this title.

(2) Changes as set forth below-

Changes. 'The Contracting Officer may, at
any time, by a written order, issue additional
instructions, require changed, modified or
additional work and services or direct the
omission of work and services covered by this
contract. If such changes require a change
in the time of performance .of the work
called for hereunder, the contract shall ‘be
modified in writing accordingly. The hourly
rate set forth in the Schedule shall not be
adjusted by reason of any order issued under
this clause.

(3) Inspection as set forth below-

Imspection. (a2) AIl material and work-
manship shall be subject to inspection and
test by representatives of the Government.
For this purpose, the Contractor shall al-
low, at all times, inspectors and other Gov-
ernment personnel free access fo the plant
and operations and shall furnish such fa-
cllities, supplies and services as may be re-
quired for the work. The Contractor shall
inform the inspector when services and sup-
plles are ready for inspection. The Govern-
ment representative shall have the right to
(1) require the replacement of parts which
are not in accordance with applicable speci-
fications, and (ii) require the correction of
defects; any of such replacement or cor-
rection which is required by virtue of the
Contractor’s inferior workmanship or unsat-
isfactory Inspection systemm, shall be accom-
plished at the sole cost and expense of the
Contractor.

(b) The Contractor shall provide and
maintain a complete inspection system ac-
ceptable to the Government.--covering the
Inspection of the services and supplies fur-
nished under this contract. Records of all
inspection 'work by the Contractor shall be
kept complete and available to the Govern-
ment during the performiance of the con-
tract.

{c) The inspection and test by the Gov-
ernment of any particular ifem of work does
not relieve the Contractor from any respon-
sibility regarding any failures to meet con-
tract requirements which may be subse-
quently discovered prior to final acceptance.

(d) The Contractor covenants and agrees
to employ only qualified and competent em~
ployees in the performance of this contract;
and that employees used will, on the aver-
age, be as efficlent as the average for tHe
departments of its plant concerned with per-
formance of this contract.

(4) Payments as set forth below:

Payments—(a) Time rate. (1) Tpon cer-
tification to and approval by the Contract-
ing Officer of properly substantiated vouchers
indicating the number of direct labor hours
performed, the Government will pay the Con-
tractor amounts computed by applying the
appropriate Time Rate set forth in the
Schedule to such hours, which rates shall in-
clude wages, overhead, general and admin-
Istrative expense (except as otherwise pro-
vided), and profit. Fractional parts of an
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hour shall be payable on a pro rata basis.
The Contractor will substantiate vouchers by
individual daily job time cards, preferably
signed by the workers performing the serv-
jces, and in all cases by evidence of actual
payment., Payments will normally be made
at Contractor’s payroll intervals, but may be
varied if conditions so warrant.

(2) Notwithstanding the provisions of
subparagraph 1) herzof, the Contracting
Officer shall withhold payment of amounts
due under this paragraph (a) equivalent to
any average payment hereunder, at such
time as may be deemed appropriate by the
Contracting Officer. Such amount shall be-
come .payable upon completion of perform-
ance of this contract, which shall be upon
delivery of all work called for hereunder and
submission of & written statement by the
Contractor releasing the Government from
any further claims whatsoever (except such
final payment). ~

(3) As used in this paragraph (a), direct
Iabor shall be-as defined in the Schedule.

(b) Materwals (including subcontracts).
(1) The Contractor shall be paid upon sub-
mission of praperly certified allowable costs
of direct materials utilized In performance
of this contract, subject to the limitation of
Tunds allotted.

{2) Allowable costs of direct materials
shall be determined by the Contracting Offi-
cer in accordance with Part 2; Section XV of
the Armed Services Procurement Regulation,
it being understood however that:

A. For purposes of payment, the cost of

.. subcontracts which are authorized pursuant
to clause 22 hereof, shall be reimbursable
costs hereunder.

B. The cost-plus-a-percentage-of-cost sys-
tem of contracting shall not be used by the
contractor in procuring articles, materials,
supplies, or services required for the per-
formance of this contact.

-C. The Contractor shall, to the extent-of
its ability, procure materials at the most
advantageous prices available, with due re-
gard to securing prompt delivery of satis-
factory materials, take all cash and trade dis-
counts, rebates, allowances, credits, salvage,
commissions and bonifications, and when un-
able to take advantage of such benefits it
shall promptly notify the Contracting Officer
to that effect and the reason therefor. Credit
shall be given to the Government, in accord-
ance with Contractor’s standard accounting
policy for all cash and trade discounts, re-
bates, allowances, credits, salvage, the value
of resulting scrap, where the amount of such
scrap is appreciable, .commissions and boni-
fications which have accrued to the benefit
of the Contractor or would have so accrued
except for the fault or neglect of the Con-
tractor. Such benefits lost through no fault
or-neglect on the part of the Contractor or
lost through fault of the Government, shall
not be deducted from gross costs.

D. The Contractor shall support all mate-
rial charges by 'paid involces or store room
requisitions.

E. Unless provisions of the Schedule heredf
otherwise specify, the hourly rate or rates
set forth in the Schedule shall not be varied
by virtue of the Contractor having performed
work on an overtime basis. Whenever prac~
ticable, the Contractor shall inform the Con-
tracting Officer in advance of proposed over-
time work.

(c) Records and certifications. The Con-
-tractor will maintatn detailed, complete and
accurate accounting records on a job-order
basis, which records will be preserved for a
Dberlod of at least six (6) years after comple-
tion of this contract. The Contractor shall
support all vouchers with a certificate that
the amount billed is correct and just.

(d) Funds allotted. As of the date of exe-
cution of this contract, there has been al-
lotied for it the total sum set forth in the
Schedule. This sum may be Increased from
time to time by the Government solely at its

diseretion. Notwithstanding any other pro«
visions of this contract, the Contractor shall
not be obligated to perform any sorvices, pligs
suant hereto, the aggregate price of which
when added to the aggregate price of all
services theretofore furnished purstant hero=
to, would exceed sald sum. If, at any timo,
the Contractor:considers it lkely that the
aggregate amount, set forth ih the Schedule,
may shortly be exceeded, the Contractor will
s0 notify the Contracting Officor and the
parties may thereupon enter into nogotine
tions for such amendment t¢ or medificiation
of this contract as may be approprinto. Any«
thing in this contract to the contrary not
withstanding, the Government shall not be
obligated to pay to the Contractor any
amount in excess of the sum allottod for thiy
contract.

Nore: Provislons of the referenco “Part 2,
Sectlon XV of the Armed Services Proouxo«
ment Regulation” in a foregoinf olauso ire
contained in Subpart B, Part 414 of thig titlo,

(5) Assignment of claims as set forth
in § 406.103-8 of this title,

(6) Excusable -delays as set forth
below*

Ezcusable delays. The Contractor shaill
not be llable for any delay in the porforme
ance of this contract which results without
fault or negligence on tho part of the Cone
tractor and which is due to causes boyond its
control including, without being llmited to,
acts of God or of the public cnemy, any
preference, priority or allocation order fzsued
by the Government or any other act of thoe
Government, fires, floods, epidemics, quaran.
‘tine restrictions, strikes, frelght embargoes
and unusually severe weather; and, unless
the Contracting Officer shall determine thab
the materials or supplies to be furnished
under a subcontract are procurable in tho
open market, any delay of s subcontractor
which results withouit fault or nogligence on
the part of the Confractor, and which is
due to causes beyond the control of tho Cons
tractor, including without being limited to
the types or causes above enumerated; pro=
vided, that tHe Contractor shall notify tho
Contracting Officer In writing of such delay
and the cause thereof, within ton days from
the beginning thereof or within such further
period as the Contracting Oficor shall, prior
to the date of final settlomeont of this cone
‘tract, grant for the giving of suoch notice,
The Contracting Officer shall thon ascertain
the facts and the extgnt of tho delay and
shall make an equitable adjustment in tho
prescribed time of performance when in hig
opinion the facts justify such actton, If tho
Contractor objects to sny adjustment mado
by the Contracting Officoer under this olauso,
the dispute shall be determined as provicded
in clause 7 hereof,

(7) Disputes as set forth in § 406,103-11
of this title.

(8) Notice and assistance as sot forth
in § 408.102 of this title,

(9) Buy American Act as set forth in
§ 406.103-14 of this title.

(10) Convict labor as set forth in
§ 411.203 of this title.

(11) Eight-Hour Law as set forth in
§ 411.303 of this title.

(12) Walsh-Healey Public Contracts
Act as set forth in § 411.604 of this title,

(13) Nondiserximination in employment
as set forth in § 411.803 of this title.

(14) Officials not to benefit as set forth
in § 406.103-19 of this title.

(15) Covenant'against contingent fees
as set forth in § 406.103-20 of this title.

(16) Termination as set forth below:

Termination. (a) The performance of
work under the contract may be terminated
by the Government in accordance with thls

/
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clause in whole, or from time to time In
part, (1) whenever the Contractor shall de-
fault 1n performance of this contract in
accordance with its terms (including in the
term “default” any such failure by the Con-
tractor to make progress in the prosecution
of the work hereunder as endangers such
performance), and shall fall to cure such
default within a period of ten days (dr such
long period as the Contracting Officer may
allow) after receipt from the Contracting
Officer of a notice specifying the default, or
(2) whenever for any reason the Contracting
Officer shall determine that such termina.
tion is in the best interests of the Govern-
ment. Any such termination shall be
effected by delivery to the Contractor of g
Notice of Termination specifying whether
termination is for the default of the Con-
tractor or for the convenience of the Gov-
ernment, the extent to which performance of
work under the contract is terminated, and
the date upon which such termination be-
comes effective. If, after the Notice of Ter-
mination of the contract for default under
(1) above, it is determined that the Con-
tractor’s failure to perform or to make
progress In performance is due to causes be-
yond the control and without the fault or
negligence of the Contractor pursuant to the
provisions of the clause of this contract en-
titled “Excusable Delays” the Notice of Ter-
mination shall be deemed to have been issued
under (2) above, and the rights and obliga-
tions of the parties hereto shall in such event
be governed accordingly.

(b) After receipt of a Notice of Termina-
tion and except as otherwise directed by
the Contracting Officer, the Contractor shall
(1) stop work under the contract on the
date and to the extent specified in the No-
tice of Termination; (2) place no further
orders or subcontracts for materials, serv-
ices, or facilities except as may be necessary
for completion of such portion of the work
under the contract as is not terminated;
(3) terminate all orders and subcontracts
to the extent that they relate to the per-
formance of work terminated by the Notlce
of Termination; (4) assign to the Govern-
ment, in the manner and to the extent di-
rected by the Contracting Ofiicer, all of the
right, title and interest of the Contractor
under the orders or subcontracts so ter-
minated; (5) with the approval or ratifica-
tion of the Contracting Officer, which
approval or ratification shall be final and
conclusive for all the purposes of this clause,
settle all ouistanding liabilities and all
claims arising out of such termination of
orders and subcontracts, the cost of which
would be reimbursable, in whole or in part,
in accordance with the provisions of this
contract; (6) transfer title (to the extent
that title has not already been transferred)
and, in the manner, to the extent and at
the times directed by the Contracting Ofii-
cer, deliver to the Government (i) the fabe
ricated or unfabricated parts, work in proc-
ess, completed work, supplies, and other ma-
terial produced as a part of, or acquired in
respect of the performance of, the work ter-
minated by the Notice of Termination, (ii)
the completed or partially completed plans,
drawngs, information and other property
vhich, if the contract had been completed,
would be required to be furnished to the
Government, and (iii) the jigs, dies, ixtures,
and other special tcols and tooling acquired
or manufactured for the performance of this
contract for the cost of which the Contractor
has been or will be reimbursed under this
contract; (7) use his best efforts to sell in
the manner, at the times, to the extent,
and at the price or prices directed or au-
thorized by the Contracting Officer, any
property of the types referred to in pro-
vision (6) of this paragraph; provided, how-
ever, that the Comtractor (i) shall not be
required to extend credit to any purchases,
and (i) may acguire any such property
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under the condltions precerlbed by and a%
& price or prices approved by the Controct-
ing Officer; and provided further that tho
proceeds of any such trancfer or dlcpocition
shall be applied in reduction of any pay-
ments to be made by the Government to tho
Contractor under this contract ¢r chall oth-
erwlse be credited to the price or cost of
work covered by this contract or pald In
such manner as the Contracting Ofiicer may
direct; (8) complete perfermance of guch
part of the work as shall not have boen ter-
minated by the Notice of Termination; and
(9) take such action as may be necessary,
or as the Contracting Ofilcer may dlrect, for
the protection and preservation of the prop-
erty related to this contract which is in the
possession of the Contractor and in which
the Gorernment has or may acquire an in-
terest, The Contractor shall procced imme-
diately with the pericrmance of the abavo
obligations, notwithstanding any delay in
determining or adjusting any amount relm-
bursable under the provislons of this clause.
At any time after expiration of the plant
clearance peried, 25 defined in Ecctlon VIO,
Armed Services Procurcment Regulation, o3
it may be amended from time to time, the
Contractor may submit to the Contracting
Officer a list, certificd as to quantlty and
quality, of any or all items of termination
inventory not previcucly dispeced of, exclu-
sive of items the dispcsition of which has
been directed or authorized by the Cone
tracting Oficer, and may requecst the Gove-
ernment to remove such items or enter into
a storage agreement coverlngy them. Not
later than fifteen (156) days thereafter, the
Government will accept title to such items
and remove them or enter Into a gtorese
agreement covering the came; provided that
the list submitted chall be subject to verl-
fication by the Contractlng Oficcr upan re-
moval of the items, or if the tems arastered,
within forty-five (45) days frem the date
of submission of the list, and any nccessary
adjustment to correct the st o5 submitted
shall be made prior to final cettlement.

(c) After recelpt of a Notice of Torminfe
tion, the Contractor ghall cubmit to the
Contracting Ofiicer its terminaticn claim, in
the form gand with the certification pre-
scribed by the Contracting Odcer, Such
claim shall be submitted promptly but in
no event later than two years from the
effective date of termination, unlecs one or
more extensions in writihg are granted by
the Contracting Ofiicer upcn request of ths
Contractor made In writing within such two-
year perlod or authorized extencion thereof.
However, if the Contracting Ofilcer doter-
mines that the facts justify such action, he
may recelve and act upon any such termina-
tion claim at any tlme after such two-year
period or any extension thereof, Upon foile
ure of the Contractor to submlit its termino-
tion claim within the time allowed, the Con-
tracting Ofilcer may determine, on the bhasls
of information available to him, the amount,
if any, due to the Contracter by rcacon of
the termination and ghall thercupon pay to
the Contractor the amount o determined.

(d) Subject to the provisions of paragraph
(c), the Contractor and the Contracting Of-
ficer may agree upon the whole or any part
of the amount or amounts to ba patd to the
Contractor by recson of the total or partial
termination of work pursuant to this clouce,
which amount or amounts may include a
reasonable allowance for proflt, on wori: done,
The contract shall bs amended cccordingly,
and the Contractor chall be pald the agreed
amount.

(e) In the event of the fatlure of tie Con-
tractor and the Contracting Oficer to arorea
in whole or in part, as provided in para-
graph (d) above, a3 to the amount or
amounts to be paid to the Contractor In con-
nection with the terminntion of work pure
suant to this clauce, the controcting ofiecr
shall determine on the basls of infermation
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avallablo to him the cmount, If any, duz
the Contractor by rcacsn of the termino-
tion and chsll pay to the Contrzctor the
amount determined as follows:

(1) If the termination of the contract is
for the convenience of the Government:

(1) Therechall be included for direct 1zbor
hours (o5 defined In the Scheodulz of the
contract) expended prior and up to the efec-
tive date of the termination, an cmount
computed by applying the hourly rate or
rates <ot forth In the Schedule, lezs ony
hourly rate payments theretofore made to
the Contractor,

(1) There chall be Included thereln 2l
costs of material reimbursable In gezordance
vwiith the contract, not previsusly paid to the
Contractor for tho poerformance of this eon-
tract prior to the effective date of the Notice
of Termination.

(i1) There chall be included therein thz
reasonable costs of cettlement, including ac-
counting, lozal, clerlcal and cthier ezpensss
rcazonably necelzary for the preparation of
cettlement claims and cupparting doata with
reopecet to the terminated portion of the eon-
tract and for the termination and cottlement
of subcontracts thereunder tozethsr with
reaconable storage, transportation and other
coots Incwrred In connection with the pro-
tection or disposition of termination invens
tory: Provided, howerver, That if the terminn-
tion i3 for default of the Contractor there
chall ngt b2 ipcluded any amounts for the
preparation of the Contractor's ssttlemsnt
propocal,

(2) Xf tho termination of the contract i3
for the defoult of the Contractor:

(1) Tacre chall ke included for oll direct
Iabor hours (25 deflned in the Schedule of
tho contract) expended prior and up to tha
effective date of termination, an amount
computed by applying the hourly rate or
rates cot forth in the Schedule lecs the profit
factsr contained thereln as indlcated In the
Schedule and lezs any hourly rate payments
theretafore made.

(11) There chall bo Included thorein such
¢co5ts a5 ore oot forth In ombporasrophs (1),
(i1), and (U1) of this paoragrophr (e) ond
not probibited by the provislons thereof.

(3) I the amount determined under sub-
paragranvhs (1) end (2) cbove is lecs than
the total payments theretofore modez to the
Cantractor, the Contractor chall repay the
excess amount to the Government.

(f) The Contractor chall have the rizht of
appeal, under the clauce of this contract
entitled “Dlsputes” from any determination
made by the Contracting Oficer under pard-
graphs (¢) or (e) above, except that If the
Contractor has falled to submit its claim
within the time provided in parograph (c)
atisve, and hos foiled to request extension
of such time, ke chall have no cuch right of
oppeal. In any cace where the Contracting
Olicer has made a determinzation of the
amount dus under parazxaph () or (e)
abave, the Government shall pay to the Con-
troctor the following: (1) If there s no rizht
of appeal hereunder or if no timely appeal
has been tolien, the amount so determined
by the Contracting Cllcer, or (i) if an av-
peal has been talien, the amount finally de-
termined on such gppeal.

(2) In arriving at the amount due to the
Contractor under this clauce there shall b2
deductcd (1) 2l unliguldated advance or
other unliquldated payments theretafore
made to the Contractor, (2) any claim which
the Government may have ozainst the Con-
tractor in connection with this contract, ang
(3) the arreed price for, or the proceeds of
cale of any materials, supplies or other
things vequired by the Contractor or cold
purcuant to the provisions of this clause end
nat otherwice recovercd or crcdited to the
Government.

(k) In tho event of o partial termination,
the portien of the contract relating to hourly
rates which are payable with respzet to the
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work under the continued portion of the
contract shall be equitably adjusted by
agreement between the Contractor and.the
Government, and such adjustment shall be
evidenced by an amendment to the contract.

(i) The Government may from time to
time, under such terms and conditions as
it may prescribe, make partial payments and
payments on account against costs incurred
by the Contractor in connection with the
terminated portion of the contract whenever
in the opinion of the Contracting Officer the
aggregate of such payments shall be within
the amount to which the Contractor wilp
be entitled hereunder. If the total of such
payments 1§ in excess of the amount finally
determined to be due under this clause, such
excess shall be payable by the Contractor
to the Government upon demand, together
with interest computed at the rate of 6 per~
cent per annum, for the period from the date
such excess payment is received by the-Con-
tractor to the date on which such excess is
repaid to the Government: Provided, how-
ever, No interest shall be charged with re~
spect to any such excess payment attributa~
ble to a reduction in the Contractor’s claim
by reason of retention or other disposition of
termination inventory until ten days after
the date of such retention or disposition.

(]) Unless otherwise provided for in this
contract, or by applicable statute, the Con-
tractor from the effective date of termination
and for & period of six years after final-settle.
ment under this contract shall preserve and
make avallable to the Government at all
reasonable times at® the office of the Con-
tractor, but without direct charge to the
Government, all its books, records, docu-
ments, and other evidence bearing on the
cost and expenses of the Contractor under
this contract and relating to the work termi~
nated hereunder, or, to the extent approved
by the Contracting Officer, photographs,
microphotographs, or other authentic repro-
ductlons thereof. :

Nore: Provisions of the reference*“Section
VIO, Armed Services Procurement Regula-
tlon” in a foregoing clause are contained in
Part 407 of this title,

(17) Notice to Government of labor
disputes as set forth in §406.105-3 of
this title. .

(18) Notice of shipments as set forth
in § 406.105-4 of this title.

(19) Employment of aliens as set forth
in § 406.104-3 of this title. ~

(20) Government property as set
forth below-

Government property. (&) The Govern-
ment shall deliver to the Contractor the prop-
erty described in the Schedule or the specifi-
cations at the times stated therein, or if not
&80 stated, in sufficlent time to enable the
Contractor to perform this contract. If dny
of such property is not delivered to the Con-
tractor by such time or times, the Contract-
ing Officer, upon written request of the Con-
tractor, shall equitably adjust the time of

performance of this contract. In no event.

shall the Government be liable to the Con=
tractor for damages or loss of profit by rea-
son of any delay in or faflure to deliver any
or all of the items set forth in the Schedule
or specifications. By notice In writing the
Contracting Officer may increase or decrease
the amount of Government Property to be
£0 furnished, in which event, upon the re-
quest of elther of the parties hereto, an
equitable adjustment may be made in con-
tract terms., Except as otherwise may be
specified In the Schedule, all property, listed
to be Government-furnished shall be de-
livered to the Contractor f. o. b. cars or car-
riers equipment at the plant or plants of the
Contractor, or the point or points nearest

thereto that rall carrier service is available,.
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{b) Title to all property furnished by the
Government shall remain in the Govern-
ment. Title to all property purchased by
the Contractor, for the cost of which the
Contractor is entitled to.be relmbursed as
a direct item of cost under this contract,
shall pass to and vest in the Government
upon delivery of such property by the vendor.
Title to other property, the cost of which
is reimbursable to the Contractor under this
contract, shall pass to and vest in the Gov-
ernment upon (i) issuance for use of such
property in the performance of this con-
tract, or (ii) commencement of processing
or use of such property in the performance
of this contract, or (iii) relmbursement of
the cost thereof by the Government, which-
ever first occurs. All the items to be fur-
nished by the Government, as set forth in
the Schedule or specifications, together with
all property acquired by the Contractor title
to which vests in the Government under
this paragraph, are subject to the provisions
of this clause and are hereinafter collectively
referred to-as “Government Property.”

(c) Title to the Government Property shall
not be affected by the incorporation or at~
$achment thereof to any property not owned
by- the Government, nor shall such Gov-
ernment Property, or any part thereof, be
or become a fixture or lose its identity as
personalty by reason of -affixation to any
realty. The Contractor shall maintain ade-
quate property control. records of the Gov-
ernment Property and shall identify the
Government Property as such in accordance
with the provisions of the “Manual for Con-
trol of Government Property in Possession
of Contractors” dated March 1951, which is
incorporated herein by reference.

(d) The Government Property provided or
furnished pursuant to the terms of this
contract shall, unless otherwise provided
herein, be used only for the performance of
this contract. .

(e) The Contractor shall maintain and
administer in accordance with sound indus-
trial practice, a program for the mainte-
nance, repair, protection and preservation
of Government Property so as to assure its
full availability and usefulness for the per-
formance of this contract. The Contractor

shall take all reasonable steps to comply-

with all appropriate directions or instructions
which the Contracting Officer may prescribe
as reasonably, necessary for the protection
of Government Property.

(f) (1) The Contractor shall not be lable
for any loss of or damage-to Government
Property, except that the Contractor shall
be responsible for any such loss or damage
(A) which results from any willful miscon-
duct or lack of good faith on the part of any
of the Contractor’s directors or officers, or on
the part of any of its managers, superintend-
ents, or other equivalent representatives, who
have supervision or direction of (I) all or
substantially-all of the Contractor’s business,
or (II) all or substantially all of the Con-
4ractor’s operations at any one plant or sepa-
rate location in which this contract is being
performed, or (III) a separate and complete
major industrial operation in connection
with the performance of this contract; or
(B) which results from g failure on the part
of the Contractor; due to the willful mis-
conduct or lack of good faith on the part of
any ol its directors, officers, or other repre-
sentative mentioned in subparagraph (A)
above, to maintain and administer, in ac-
cordance with sound industrial practice, the
Pprogram for maintenance, repair, protection
and preservation of Government Property as
Tequired by paragraph (e) hereof, or which
results from a failure on the part of the
Contractor, to take all reasonable steps 10
comply with any appropriate written direc-
tions of the Caontracting Officer under para-
graph (e) hereof; or (C) for which the Con-
tractor is otherwise responsible under the
express terms of other clauses of'tms con-

”

tract, or of the clause or clauses deslgnated
in the Schedule; provided, that, if more
than one of the above exceptions apply, tho
Contractor’s lability shall not be limited by
any other exception.

(11) The Contractor ropresents that it s
not including in the rate or rates heretinder,
and agrees that it will not hereafter includo
rate to the Government, any chargo or to«
serve for insurance (Including self-insuranco«
funds or reserves) covering 1oss ot destruo«
tlon of or damage to the GCovernment
Property.

(1i1) Upon the happening of loss or dow
struction of or damage to the Government
Property, the Contractor shall notify the
Contracting Officer thereof, and shall coms«
municate with the I.oss and Salvage Organs
ization, if any, now or hereafter deslgnatod
by the Contracting Officer, and with tho
assistance of the Loss and Salvago Ofganiza«
tion so deslgnated (unless the Contracting
Officer has designated that no such organi-
zation be employed), shall take all reason-
able steps to protect the Government Prop-
erty from further damage, separate the dam-
aged and undamaged Government Property,
put all the Government Property in the best
possible order, and furnish to the Contract«
ing Officer a statement of (A) the lost, de-
stroyed and damaged Government Proporty,
(B) the time and origin of the losy, destruo«
tlon or damage, (C) all known interesty in
commingled property of which the Governe-
ament Property is a part, and (D) tho insur-
ance, if any, covering any part of or interost

* in such commingled property, Tho Contrav-
tor shall make repalrs and renovations of
the damaged Government Property or talko
such other.action, as the Contracting Ofcor
directs.

(iv) In the event the Contractor is Indeme
nified, reimbursed, or otherwise compen=
sated for any loss or destruction of or dame
age to the Government Property, it shall ugo
the proceeds to repalr, renovate or roplaco
the Government Property involved, or shall
credit such proceeds agalnst the cost of tho
work covered by the contract, or shall othore
wise reimburse the Government, as direoted
by the Contracting Officer, ‘The Contractor
shall do nothing to prejudice tho Qoverne
ment’s right to recover against third partles
for any such loss, destruction or dsmago
and, upon the request of the Contracting
Officer, shall, at the Government’s expensa,
furnish to the Government all reoasonable
assistance and cooperation (Including tho
prosecution of suit and the excoution of in~
struments of assignment in favor of tho
Government) in obtaining recovery.

(v) In the event any aircraft are to bo
furnished under this contract, any loss or
destruction of, or damage to, such alreraft or
other Government Property occtrring In cone
nection with operations of sald alreraft will
be governed by the clause of this contraock
captioned “Flight Risks,” to the extent sucli
clause is, by its terms, applicable.

(8) The Government shall at all roasons
&able times have access to the promises whoro
any of the Government Property 13 located.

(h) The Government Proporty shall ro-
maln In the possession of the Contraotor for
such peridd of time as is required for tho
performance of this contract unless the Cone
tracting Officer determines that the intoresty
of the Government require romoval of such
property. In such case the Contractor shail
promptly take such action as the Contracting
Officer may direct with réspect to the romoval
and shipping of Government Proporty. In
any such Instance, the contract may be
amended to accomplish an equitable adjust«
ment in the terms and provisions thercof.

(1) Upon the completion of this contract,.
or at such earlier dato as may bo flxed by
the Contracting Officer, the Contractor shall
submit to the Contracting Officer in # form
accepiable to him, Inventory sohedules cove«
ering all {tems of the Government Proporty
not consumed in the performance of thiy
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contract (including any resulting scrap) or
not theretofore delivered to the Government,
and shall deliver or make such other disposal
of the Government Property as may be direc~
ted by the Contracting Officer, Recoverable
scrap shalt"be reported in accordance with a
-procedure and in such form as the Con-
tracting Oficer may direct. The net pro-
ceeds of any such disposal approved by the
Contracting Officer shall be credited to the
cost of the work covered by the contract or,
shall be pald in such manner as the Con-
tracting Officer may direct.

(i) Unless otherwise provided hereln, the
Government shall not be under any duty or
obligation to restore or rehabilitate, or to
pay the costs of the restoration or rehabili-
tation of the Contractor’s plant or any por-
tion thereof which is afiected by the removal
of any Government Property.

(k) Directions of the Contracting Officer
and commumnications of the Contractor is-
sued pursuant to this clause shall be in
writing.

(21) Inspection and audit of books as
set forth below-

Inspection and audit of books. (a) The
Contractor agrees that its books and records
and its plant, or such parts thereof as may
be engaged in the performance of thls con-
tract, shall at all reasonable times be sub-
ject to inspection and audit by any author-
ized representative of the Department,

(b) The Contractor shall cause a like pro-
vision to be included in all subcontracts
hereunder.

(22) Subcontracts as set forth below-

Subcontracts. No contract shall be made
by the Contractor for the furnishing of any
of the work herein contracted for without
the vwritten approval of the Contracting
Officer.

23) Shipping requremenfs as set
forth below*

“Shipping requirements—(a) F o, b. car-
rier’s equapment. Whenever it is provided in
this contract that articles, supplies, mate-
nals, or other items called for under this con-
tract shall be delivered to the Government
f. 0. b. Contractor’s plant, any shipment oc-
cupying sufiiclent space in a railroad car to
constitute & carload shipment subject to car-
load freight rates shall, by the Contractor, be
properly and adequately leaded in freight
cars at g railroad siding at, or nearest to, the
Contractor’s plant, and any shipment subject
to less-than-carload freight rates shall, by
the Contractor, be delivered into the carrler’s
possession at the Contractor’s plant, or at
the point or points nearest thereto that de-
livery can be effected. All said shipments
shall be made on Government bills of lading,
but the Contractor shall make application
therefor on AMC Form No. 634, which appli-
cation shall be made in the manner pre-
scribed elsewhere herein. In inserting de-
scriptions in Government bills of lading the
Contractor will cdinply with the rules and
provisions of the freight classifications and
tariffs of the carrier or carriers involved.

(b) F o. b. destingtion. Whenever it is
provided in this contract-that products and
materials or other items shall be delivered
1. 0. b, specified destinations, such products
and materials, or other items shall be shipped
direct by the Contractor to the specified des-
tinations on commercial bills of lading £, 0. b,
each destination, at the expense of the Con-
tractor.

(¢) Shipping snstructions. If not other-
wise provided herein, names of consignees
of all products and materials or other items
10 be delivered by the Contractor hereunder
will be furnished to the Contractor in writing
by the Contracting Oficer.,

(24) Additional provisions relating to
delivery as set forth below
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Adaditional provisions rclating toa dolivcry,
(a) If any aircraft arc required to Lo dee
livered to the Government hercunder tho
following provisions will bo applicables

(1) Except a3 otherwlce provided cloce
where in this contract, all afreraft chiall B3
delivered completely cet up, corvieed and
ready for flight at the fiylng ficld whera the
same are to be finally inspected.

(2) Allfuel, oll and/cr cooling fluld neges-
sary for engine tosts and/er flight toots re-
quired to bo made hereunder chall bo fur-
niched by the Contractor.

(3) All fuel, cil and-cr cooling fluld nec-
eszary for fiyaway shall be furnizhed by tha
Contractor in an amount to bz desiznated
by the ferry pllot for cach alreraft deolivered.

{(4) In the event it kocomes nececcary to
ship any alrcraft ealled for by rail or other
carrier, eame chall be packed o5 may be di-
rected in writing by the Contracting Odiccr,
such changes as may be nccesary relating
to packing and shipping to be made undeor
the provisions of the clauce hercof cntitled
“Changes.”

(b) Except os otherwice provided In the
next two succeeding centences of this para-
graph, and except as to alrcraft to be jlotm
avay, all the supplies to be delivered under
this contract shall be delivered to the Gov-
ernment f. 0. b, carg or carrier’s equipment
at the plant or plants (or peint or polnts
nearest thereto that rall carrler cervice Is
avellable) at which such supplics are to be
finally inspected hereunder and chnll b2
packed in accordance with the rogquirements
hereof. Xf the Contracting Oficer directs In
vriting that any of the supplies to hs fur-
nished hercunder be chipped by alr, such
supplies shall be delivered to the Govorne-
ment £. 0. b, a ying fleld designated by the
Contracting Office in the vicinity of the plant
or plants at which catd supplies are to be
finally Inspected. If the Contracting Oflccr
directs In writing that any of the cupplles
to be furnished hercunder be chipped by
other than rall or afr, such supplcs chall be
delivered to the Governmrent £, 0. b, the plant
or plants at which such supplics are to ke
finally inspected.

(¢) For purposes of detcrmining tho
fulfillment of this contract co far a3 de-
livery dates are concerned, In the event tho
delivery point or points are not the came
as the point or points of decstination, the
time of dellvery of the supplics chall be ecal-
culated as the date of final Govcrnment in-
spection, ready for shipment to destination
as certified to by the Government reprecent=
ative.

(d) In the event that shipments are to ba
made on Government bills of lading, the
Contractor will male applcaticn/s therefcr
on AMC Form No. 63A addrecszed to the ¢dlce
designated in the Schedule.

(25) Additional inspection require-
ments as set forth helow-

Additional inspeetion requircments. (a)
Unless otherwice provided hereln, if any alr-
craft are requircd to b furniched the Gov-
ernment hereunder, and the Lame are to ha
flown away, such alreraft chall be finally in-
spected and accepted by the Government at
a fying ficld or flelds to ba approved by the
Government in the vicinity of the Contrac-
tor's plant or plants speelficd In the Ecicd-
ule, or In the vicinity of any cthicr plant or
plants of the Centractor approved for such
gurpose in wrlting by the Contracting Of-

cer.

(b) The plant or plants ¢f the Contracter
designated in the Schedule are declonated
as the polnt or respective peints for final ine
spectlon and acceptance by the Govegnment
of items (other than alrcraft to ke flown
away) to be Iurnished under this cgntract,

(c). The respective points for final inspec-
tion and acceptance by the Goyvernmont of
all the supplles (other than alreraft to bLa
flown away) to be furnished undcr thls con-
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troct chnll bo, In additisn o the plant or
plonts of the Cantroctor cnozifizd, any other
plant er plants of the Confractor, or any
plant or plants of a cubzontractsr or vendor
of tho Controctor hercunder; pravidad, thzt
cuchh otihicr paints chall have boen appraved
for cuch purp2s2 in writing by the Contract-
ing Odlccr, It I5 expreczly undorstosd by
the Contractsr that requost by it for the
appraval referred to in thoe preceding son-
tenee must ke made a5 casn a5 practicoble
to permit the Government o malie necis-
cary arransements for insoection and occept-
ance, end that the Government {3 not obli-
gated to malke such final Incnoctisn and ace-
ceptanc2 at any polnt oo awnroved until o
rcaconable perlod after the date of such.
approval.

(26) Guaranty as set forth balow

Gueranty. (a) Tae Contractor guarcntess
that tho cervices hereundszr will conform to
the hichest profezciomal stondoards in ths
field, and that at the time of dolivery thzresf
ta the Governmeont tha articles provided for
in this contract will conform to the reguire-
ments of this contract, and will be frez from
any defects In material and worlzmanship;
s(ghjecz, however, to tae folloving parasraph

IR

{b) The final acceptance of the supplies
or vorll by the Government chall be con-
clucive exeept os regards (A) froud or such
grecs mistalies as amount to fraud, or (B)
any defects o faiture to conform to contract
regquirements (wWhether latent or patent) os
t9 which the Government has notified the
Cosntractor within siz (6) months after the
date of cald aceeptance.

(c) The Contractor chell, whensver dis-
covered by the Government and requested,
remedy defects or faflures to caonform to
contract requirements by correction or re-
placement, at no cost whatcaever to the Gov-
ernment, when cald defects or foilures ore
determined to have been occasioned by the
reacons o2t forth in (A) of parzzraph (b)
preceding.

(d) Subject to tho timz Hmitation et
forth In parazraph (b) hereof, the Con-
tractar choll remedy defects or fallures to
conform to contract requirements by cor-
rection or replacement, when due to causss
other thon thoos enumerated In (A) of para-
grann (b) hereof, and for performance of
cuch worls the Contractor chall be entitled to
payment in accordance with the terms of this
Cautract, ezscept that the profit portion of
the hourly rate or rates, as cet forth in the
Schedule, chall not ba payable in connection
with any cuch work.

(e) Tue foregoing proviclons sholl be
cqually gpplcable to any work performed
hereunder,

(27) Gratuities as set forth mn
§ 406.104-16 of this title.

(23) Examination of records clause as
set forth in § 406.104-15, of thus title.

(20» Ceilinz prices as set forth mn
§ 406.103-22 of this title,

(309 The contract clausses as s2t forth
in § 406.104 of this title (not othertise
mentioned in this part) and Part 403 of
this title will bz used in accordance with
instructions contzined in said section
and part. The clauses szt forth m
85 406.103-5, 406.105-T and 403.105 of
this title will be usezd where necessary
or desirable to cover the subject matier
contained in such clauses.

(31) Alterations as set forth m
§ 406.105-1 of this tifle will b2 uszd
accordance with instructions contamed
in subparagraph (18) of § 1005.102 (b

(32) Contractunl contents as szt forth
in subparazraph (19) of § 1006.102 (b

(33) Approval as set forth m
§406.103-2 of this title will be uszd m
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accordance with istructions contained
in subparagraph (20) of § 1006.,102 .(b)

SUBPART F—CONSTRUCTION CONTRACTS

§1006.601 Scope of subpari. This
subpart sets forth the required and au-
thorized clauses for use in fixed price
contracts for construction.

$1006.602 Contract clauses. (a) Al
fixed-price confracts for the construc-
tion, alteration, or repair (including
painting and decorating)-of public build-
ings or public works will include the fol-
lowing clauses in the following sequence:

(1) Definitions as set forth 1 §
406.103-1 of this title. -

(2) Changes as set forth below*

Changes. The Contratting Officer may at
any time by written order, and without

notice to the sureties, make changes, within-

the general scope of this contract,.in the
drawings and/or specifications of this con-
tract. If any such change causes increase or
decrease in the .cost of,—or the time re-
quired for, performance of this contfact, an
equitable adjustment shall be made in the
contract price or performance schedule, or
both, and the-contract shall be modified in
writing accordingly. Any claim by the con-
tractor for adjustment under this clause must
be asserted within thirty days from the date
of receipt from the Contractor of the notice
of ¢hange: Propided, however That the Con-
tracting Officer, 1f he decides that the facts
justify such action, may receive and actupon
any such claim asserted at any time prior to
final payment under this contract.
to agree to any-adjustment shall be a dispute
concerning a question of fact within the
meaning of the clause of this contract en-
titled “Disputes” However, nothing in this
clause shall excuse the Contractor from pro-
ceeding with the contract as changed.

(3) Changed conditions as set forth
below-

Changed conditions. Should the Con-
tractor encounter, or the Government dis-
cover, during the progress of the work .sub-
surfac® and/or latent conditions at the site
materially differing from those shown on the
drawings or .ndicated in the specifications,

Failure.
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rejected material and/or the correction of
defective workmanship the Government may,
by contract or otherwise, replace such mate-
rial and/or correct.such workmanship and
-charge the cost thereof to the Contractor, or
may terminate the right of the Contractor to
proceed as provided in clause 10 of this con-
tract, the Contractor and surety being lfable
for any damage to the same extent as pro-
vided in said clause 10 for terminations there-
under.

(b) The Contractor shall furnish prompt-
1y without additional charge, all reasonable
facili$ies, labor, and materials necessary for
the safe and convenient inspection and tests
that may be required by the inspectors. All
inspection and tests by the Government
shall be performed in such manner as not
unnecessarily to delay the work. Special,
full size and performance tests shail be as
‘described in the specifications. The Con-
trdctor shall be charged with any additional
cost of inspection when material and work-
manship are not ready at the time inspection
is requested by the Contractor.

(c) Should it be considered necessary or
advisable by "the "Government at any time
.before final acceptance of the entire work
to make an examination of work already
completed, by removing or tearing out same,
the Contractor shall on request promptly
furnish all necessary facilities, labor and
material. If such work is found to be defec-
tive in any material respect, due to fault of
the Contractor or his subcontractors, he
shall defray all the expenses of such exam-
ination and of satisfactory reconstruction.
If, however, such work is found to meet the
requirements of the contract, the actual cost
of labor and material necessarily involved in
the examination and replacement, plus 15
percent, shall be allowed the Contractor and

he shall, in addition, if completion of the
work has been delayed thereby, be granted
a suitable extension of time on account of
the additional -work involved.

(d) Inspection of ‘material and finished
articles to be incorporated In the work at
the site shall-be made at the place of pro-
duction, manufacture or shipment, when-
.ever the quantity .justifies it, unless other-
wise stated in the specifications, and such
inspection and acceptance, unless otherwise
stated in the -specifications, shall be final
except as regards latent defects, departures

or unknown conditions of an unusual nature” from specific requirements of the contract

differing materially from those ordinarily en-
countered and generally ‘recognized as in-
hering in work of the character provided for
in the plans and specifications, the attention
of the Contracting Officer shall be called im-~
mediately to such conditions before they are
disturbed. The Contracting Officer shall
thereupon promptly investigate the condi-
tions, and, if he finds that they do so mate-
rially differ, the contract shall be modified
to provide for any increase or decrease of
cost and/or difference in time resulting from
such conditions.

(4) Extras as set forth in § 406.103-3
of this title.
(5) Inspection as set forth below-

Inspection. {a) All material and work-
manship (if no} otherwise designated by the
specifications) shall be subject to inspection,
examination, and test by Government. in-
spectors at any and all times .during
manufacture and/or construction and at
any and all places where such manufacture
and/or construction arg carried on. The
Government shall have the right to reject
defective material and workmanship or re-

quire its correction. "Rejected workmanship:

shall be satisfactorily corrected and re-
jected material shall be satisfactorily re-
placed with proper material without charge
therefor, and the Contractor shall promptly
segregate and remove the rejected material
from the premises. If the Contractor falls
to proceed at once with the replacement of

Ed

and the specifications and drawings made a
Jpart thereof, damage or 10ss in transit, fraud
or such gross mistakes as amount to fraud.
Subject to the requirements contained in
the preceding sentence, the inspection of
material and workmanship for final accept-
ance as & whole or In part shall be made at
the site.

(e) The Office designated as having re-
sponsibility for the inspection and super-
vision of the construction work under this
contract is designated in the Schedule.

(6) Payments as seb forth below®

Payments to Contractor. (a) Unless oth-
erwise provided in tHe Schedule, progress
payments will be made if specifically re-
quested by the Contractor with properly pre-
pared and certified invoices.or vouchers ac-
companying such request. Progress pay-
ments will be made as the work progresses
at the end of each calendar month, or as
soon thereafter as practicable, on estimates
.approved by the Contracting Officer. In
preparing estimates the material delivered on
the site and preparatory work done may be
taken into conslideration.

(b) In making such progress payments
there shall be retained 10 percent of the es~
timated amount until final completion and’
acceptance of all work covered by the con-
tract;.provided, however, that the Contract-
ing Officer, at any time after 50 percent of
the work has been completed, if he finds that
satisfactory progress is being made, may

-

make any of the remaining propgress paye
ments in full; and provided further, that on
completion and acceptancs of each separato
building, vessel, public work, or other divi«
slon of the contract, on which the price i3
stated separately in the contract, payment
may be made in full, including retained per«
centages thereon, less authorized deduictions,

(c) All material and work covered by
progress payments made shall thereupon
bgcome the sole property of the Cloverps
ment, but this provision shall no$ bo cons
strued as relleving the Contractor from the
sole responsibility for all materlals and
work upon which payments have beenn made
or the restoration of any damaged worls, or
as a walver of tho right of the Governmeont
t0 require the fulfillment of all of tho torms
of the contract.

(d) TUpon completion and accoptance of
all work required hereunder, the amount
due the Contractor under this contraoct wilt
be pald upon the presentation of & properly
executed and duly certified voucher thoro
for, after the Contractor shall have furs«
nished the Government with a release, if
required, of all claims against the CGoverns
ment arising under and by virtue of thiy
contract, other than such claims, 1f any, ag
may be specifically excopted by the Cone
tractor from the operation of the releage in
stated amounts to be set forth theteln,
Final payment will be withheld until clear-
ance has been obtained from the Air Provost
Marshal of the Alr Force base or other ine
stallation concerned with respeet to securis
ty matters inciuding the return of all iden«
tification insignia such as passes and auta
decals issued to Contractor’s personnel for
use in the performance of this contract.

(e) Invoices shall be prepared and sub«
mitted in quintuplicate with the following
certification shown thereon:

“1 certify that the above bill is correct and
just and that payment therefor has not
been recelfved.

{Contractor)
By "
(Titlo)

(7) Assignment of claims as get forth
in § 406.103-8 of this title.

(8) Additional bond security as seb
forth in § 406.103-9 of this title.

(9) Federal, state, and local taxes as
set forth in §410.401 of this title., In
‘addition thereto the subparagraph set
forth m subparagraph (10) of § 1006.«
102 (a) may be included in sald clause.

(10) Default as set forth below*

Default. If the Contractor refuses or falls
to prosecute the work, or any separable part

“thereof, with such diligence as will insuro its

completion within the time specified in tho
Schedule, or any extension thereof, or falls to
complete sald work within such time, the
Government may, by written notice to the
Contractor, terminate s right to proceed
with the work or such part of tho work ag
to which there has been delay. In sucht
event the Government may take over the
work and prosecute the same to comploe
tion, by contract or otherwise, and the Cone
tractor and his suretles shall bo lable to
the Government for any excess cosh 0OCe
casioned the Government thereby., If tho
Contractor’s right to proceed {5 £o tormie
nated, the Government may take possossion
of and utilize in completing the work such
materials, appliances, and plant as may be
on the site of the work and necessary thoroe
for: Prowided, That the right of tho Cone
tractor to proceed shall not be terminated
under this clause because of any deolays in
the completion of the work due to unforo«
seeable causes beyond the control and withe
out the fault or negligence of the Contractor,

5
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including, but not restricted to acts of God,
or of the public enemy, acts of the Govern=-
ment (including, but not restricted to any
preference, priority or allocation order), acts
of another Contractor in the performance of
a contract with the Government, fires, ficods,
epidemics, quarantine restrictions, strikes,
freaight embargoes, and unusually severe
weather or delays of subcontractors due to
such causes, if the Contractor shall with-
in 10 days from the beginning of any such
delay (unless the Contracting Officer shall
grant a further period of time prior to the
date of fina] settlement of the contract) no-
tify the Contracting Officer in writing of the
causes of delay, who shall ascertain the facts
and the extent of the delay and extend the
time for completing the work when in his
judgment the findings of facts justify such
an extension, and his findings of fact there-
on shall be final and conclusive on the parties
hereto, subject only to appeal within 30
days, by the Contractor to the Secretary of
the Air Force or his duly authorized rep-
resentative, whose decision on such appeal as
to the facts of delay and the extension of
time for completing the work shall be final
and conclusive on the parties hereto.

(11) Disputes as set forth in § 406.103-
12 of thas itle.

(12) Notice and assistance as set forth
m § 408.102 of thus title.

(13) Buy American Act as set forth in
§ 406.103-14 of this title.

(14) Convict labor as set forth in
§ 411.203 of thus title.

(15) Eight-Hour Law as set forth in
§ 411.303 of thus title.

(16) Nondiscrimination in employ-
ment as set forth 1n § 411.803 of thus title,

(17) Officials not to benefit®as seb
forth in § 406.103-19 of this title.

(18) Covenant agaimnst contingent fees
as set forth in § 406.103-20 of this title.

(19) Termination for convenience of
the Government as set forth in § 407.703
of this title,

(20) Davis-Bacon Act as set forth in
§ 411.405-1 of thus title.

(21) Copeland Act as set forth in
§ 411.504-1 of this title.

(22) Overtime rates and shifts as seb

- forth Lelow-

Overtime rates and shifts. Where a single
shift is worked, eight hours of continuous
employment, except for lunch periods, shall
constitute a day’s work beginning on Mon-
day and through Friday of each week. Yhen
work is requured in excess of eight bours in
any one day or during the -interval from 5
P: m. Friday to 7 a. m. AMonday, such work
shall be paid for at not less than one and
one-half times the basic rate wages. No
premium wage or extra compensation shall
be paid for work on customary holidays ex-
cept that-not less than time and one-half
wage compensation shall be pald for work
performed on any of the following days only:
New Year’s Day, Fourth of July, Labor Day,
‘Thanksgiving Day, Christmas Day, znd
Memorial Day. Where two or more shifts
are worked, five consecutive days of 715 con-
secutive hour shifts, from Sunday midnight
to Friday midnight shall constitute a reg-
ular week's work. The pay for a full shift
period shall be a sum equivalent to eight
times the basic hourly rate, and for a period
less than the full shift shall be-the corre-
sponding proportional amount which the
time worked bears to the time allocated, to
the full shift pericd. Any time worked from
Friday midnight to Sunday midnight or in
excess of regular shift hours shall be pald
for at not Iess than one and one-half times
the basic rate of wages. Wherever found to
be practicable, shifts should be rotated.
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(23) Notice to Government of labor
ditsputes as set forth in § 406.105-3 of this
title.

(24) Liability for Government-owned
property as set forth below*

Liability for Gorernment-owncd property.
(1) Except as otherwice speclfically provided,
the Contractor shall not be llable for 103 or
destruction of or damage to “Governmens
Property” (L e., property of the Government
in the possession or control of the Contractor
in connection with this contract, other than
property furnished by the Contractor title to
which is vested in the Government by rea-
con of the provisions of clause 6 (¢) hercof
entitled “Payments to Contractoer”) (i)
caused by any peril while the property 15 in
transit off the Contractor’s premices, or (i)
cagused by any of the following perils whils
the property is on the Contractor's er cub-
contractor's or other premises or by removat
therefrom because of any of the following
perlls: -

Fire; Ughtning; windstorm, cyclone, tor-
nado, hall; explosion: rlot, riot attending o
strike, clvil commotion; vandalicm and ma-
liclous mischief; aircraft or objects falling
therefrom; vehicles running con land or
tracks, excluding vehicles ovned or operated
by the Contractor or any agent or employee
of the Contractor; smoke; sprinkler leakage;
earthquake or volcanlc ecruption; {lgcod,
meaning thereby rising of rivers or str S5
enemy attackk or any action taken by the
military, naval, or air forces of the United
States In resisting enemy attock,

The perils a5 cet forth In (i) and (1)
above, are herelnafter called “excepted
pEt.lls"

(2) The Contractor reprecents that it is
not maintaining and agrees that it will not
hereafter maintain insurance (including
self-insurancg funds or reserves) covering
loss or destruction of or damage to Govern-
ment property .caused by any excepted perll,
and represents that it 15 not iIncluding and
agrees that it will not hereafter include in
any price to the Government any chargo or
reserve for such insurance.

(3) Upon the happening of locs or de-
struction of or damage to Government prop-
erty caused by an excepted perll, the Con-
tractor shall communicate with the Con-
tracting Ofiicer and with the Lo-s and Sal-
vage Organization now or hereafter desig-
nated by the Contracting Officer, and with
the assistance of that organlzation employed
by the Contractor to perform cervices In ac-
cordance with instructions or regulations of
the Government (unless the Contracting
Officer directs that no such organization be
employed), shall take all reaconable steps to
protect the Government property from fur-
ther damaoge, separate the damaged and un-
damaged Government property, put all the
Government property in the best pocsible
order, and furnish to the Contracting Oficer
g statement of: (1) The lost, destroyed and
damaged Government property, (1) the time
and origin of the loss, destruction or dame-
age, (1ii) all known interests In commingled
property of which the Government property
is a part, and (iv) the insurance, if any, cove
ering any part of or interest In guch com-
mingled property. The Contractor chall bg
reimburcsed the expenditures made by it In
performing its obligatlons under this para-
graph (3) (Including charges made to the
Contractor by the Loss and Salveze Organt-
zatlon, except any of such charges the pay-
ment of°which the Government haos, at its
option, assumed direct), as approsed by the
Contracting Officer and cet forth in a Supplc-
mental Agreement.

(4) With the approval of the Contracting
Oficer after loss or destruction of or damage
to Government property, and subject to cuch
conditions and ldmitations os may ba im-
posed by the Contracting Oficer, the Con-
tractor may, in order to minimiza the lozs to
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the Government or In order to permit re-
cumption of businecs or the ke, o211 for the
cecount of the Government any item of Gov-
crnment property which has tzen damagzed
beyond practicable repalr, or which Is co com-
mingled or combined with property of athers,
including the Contractor, that ceparation is
impracticable.

(5) Except to the extent of any loss or
destruction of or damaze to Government
property for wwhich the Contractor 1s relleved
of Uabllity under the foregoing provisions of
this clauce, and except for reaconable wear
and teor or depreclation, or the utilization
of the Government property In accordance
v7ith the provicions of tbis contract, the Gov-
ernment property (other than property per-
mitted to be cold) chall be returned to the
Government in 23 good condition as when
recelved by the Contractor in conmection
with this contract. In ald of its oblization
co to rcturn the Government property, the
Contractor chall maintain a8 property con-
trol, eccsunting and maintenance system
consistent with good business practice.

(6) In the event the Contractor Is reime
burced or compensated for any lozs or de-
struction of or damoge to Govarnment prop-
erty, cauced by an excepted peril, it shall
equitably relmbuwrce the Government. Tha
Contractor chall do nothing to prejudice tha
Governmefit’s rights to recover against third
partles for any such lozs, destruction or
damage and, upon the request of the Con-
tracting Ofilcer, chall at the Government's
expence, furnish to the Government oll ren-
conable acsistance and cooperation (include-
ing the prozecution of sult and the execution
of Instruments of aczignment In favor of the
Government) in obtalning recovery.

(7) The Government chall at all times
have accezs to the premices vhereln any Gov-
crnment property Is located.

(25) Property accountability as set
forth below-

Property eccountadllity. Intheevent Gove
ernment property I {furnished to the Con-
tracter under this contract, the Contracter
chall mointain necescary property control
records and chall identify the Government
Property o5 cuch In accordance with the pro-
vislons ¢f the “Lianual for Control of Gove
ernment Propcrty In Poscecsion of Contrace
tors™ dated March 1951, which 1s incorporated
herein by reference,

(26) Reporting of royalties as s=b
forth in § 408.103 of this title.

(27) Patent indemnification of the
Government by contractor as sef forth
in § 408.105 of this title. .

(28) Specifications and drawngs as
get forth below*

Speelfications end drewings. The Cone
tractor chall keep on the viork 2 copy of the
drawings and gcpecifications and shall af al}
times give the Contracting Offfcer access
thereto. Anything mentioned In the specle
fications and not chowm on the drawings, or
chown on the drawings and not mentioned
In the gpecifications, shall ba of like effect a3
it chown or mentioned In both. In case of
difference ketween drawings and specifica-
tions, the spocifications shall govern. In any
cace of diccrepancy in the figures, drawings,
or speclfications, the matter shall be imme-
diately cubmitted to the Contracting Ofdcer,
without whaze decislon cald discrepancy shall
not be adjusted by the Contractor, cave only
at his own risk and expanse. The Contract-
ing Oflcer chall fumish from time to time
such detall drawings and other Information
23 he may cansider nececsary, unlecs other-
wice provided.

(29) Materials and workmanship 23
cet forth below*

2faterisls and workmanship. Unlezs others
w7ice speclfically provided for In the specifi-
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catlons, all workmanship, equipment, mate-
rials and articles incorporated in the work
covered by this contract are to be of the best
grade of thelr respective kinds for the pur-
pose. Where equipment, materials, or ar-
ticles are referred to in the specifications
as “equal to” any particular standard, the
Contracting Officer shall decide the question
of equality. The Contractor shall furnish-
to the Contracting Officer for his approval
the name of the manufacturer of machinery,
mechanical and other equipment which he
contemplates incorporating in the work, to-
gether with their performance capacities and
other pertinent information. When required
by the specifications, or when called for by
the Contracting Officer, the Contractor shall
furnish the Contracting Officer for approval
full information concerning the materials
or articles which he contemplates incorporat-
ing in the work., .Samples of materials shall
be submitted for approval when so directed.
Machinery, equipment, materials and articles
installed or used without such approval shall
be at the risk of subsequent rejection. The
Contracting Officer may require the Contrac-
tor to remove from the work such employee
as the Confracting Officer deems Incompe-
tent, careless, insubordinate, or otherwlse
objectionable, or whose continued employ-
ment on the work is deemed by the Contract-
Ing Officer to be contrary to the public
interest., P

(30) Superintendence by contractor as
set forth below-

Superintendence by contractor. The Con-

tractor shall give his personal superintend--

ence to the work or have a competent fore-
man or superintendent, satisfactory to the
Contracting Officer, on the work at all times
during progress, with authority to act for
him

. -

(31) Permits and responsibility for
work as set forth below:

Permits and responsibility for work. The
Contractor shall obtain all required licenses
and permits. He shall be responsible for all
damages to persons that occur as a result
of his fault or negligence in connection with
the prosecution of the work. Ezxcept for
“Government Property,” as defined in clause
24 (Liability for Government-owned Prop-
erty), the responsibility for which is as stated
in sald clause, the Contractor shall be re-
sponsible for all loss or destruction of or
damage to property that occurs as a result
of his fault or negligence in connection with
the prosecution of the work, and shall be
responsible for all materials delivered and
work performed until completion and final
acceptance, Upon completion of the con-
tract the work shall be dellvered complete
and undamaged.

(32) Other contracts as set forth be-
lIow*

Other contracts. The government{ may
award other contracts for additional work,
and the Contractor shall fully cooperate with
such other Contractors and carefully fit his
own work to that provided under other con-
tracts as may be-directed by the Contracting
Officer. The Contractor shall not commit or
permit any act which will interfere with the
performance of work by any other Con-
tractor. °

(33) Loading and unloading of cars
as set forth below-

Loading and unloading cars. The Con-
tractor shall load promptly all railroad cars
furnished for loading upon his order and
shall unload from railroad cars promptly
upon arrival all shipments consigned to him,
and shall provide storage facilities and other
facflities necessary for these purposes; and
the Contractor shall not order rallway cars
for loading wunless they can be loaded
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promptily and shall not cause or permit
shipments to be consigned to him unless
they can be unloaded from rallroad cars
promptly upon arrival.

(34) Accident prevention as set forth
below*

Accident prevention. In order to protect
the life and health of employees in the per-
formance of this contract, the Contractor
will comply with all pertinent provisions of
the “Safety Requirements in Excavation—
Bullding—Construction” approved by the
Chief of Engineers, December 16, 1941, as
revised January 1, 1946 (a copy of which
is on file in the office of the Contracting
Officer), and as may be amended, and will

take or cause to be taken such additional

measures as the Contracting Officer may de-
termine to be reasonably necessary for this
purpose.. The Contractor will maintain an
accurate record of and will report to the
Contracting Officer in the manner and on
the forms prescribed by the Contracting
Officer, all cases of death, occupational dis-
ease and traumatic injury arising out of
or in the course of employment on work
under this contract. The Contracting Offi-
cer will notify the Contractor of any non-
compliance with the foregolng provisions and
the action to be taken. The Contractor
shall, after receipt of such notice, imme-
diately correct the conditions to which at-
tention has been directed. Such notice,
when served on the Contractor or his rep-
resentatives at the site of the work, shall
be deemed sufficient for the purpose afore-
said. If the Contractor falls er refuses to
comply promptly, the Contracting Officer
may issue an order stopping all or any part
of the work. When satisfactory corrective
action is taken, a start order will be issued.
No part of the time lost due to any such
stop order shall be made the subject of claim
for extension of time or'for excess costs or
damages by the Contractor.

(35) Military security requiréments as
set forth in § 406.104-12 of this title. o
(36) Bonds as set forth below*

Bonds. If the amount of this contract is
In excess of $2,000.00, the Contractor shall
execute and furnish forthwith the following
Bonds:

(a) Performance Bond on Standard Form
25, or if the Bond is executed by two or more
corporate sureties on Standard Form 25-B,
in the penal sum of the amount set forth
in the Schedule.

(b) Payment Bond on Standard Form
25-4A, or if the Bond is executed by two or
more corporate sureties .on Standard Form.
25-B, in the penal sum of the amount set
forth in the Schedule.

(37) Subcontracts as set forth below*

Subcontracts. If this contract is in an
amount which exceeds $5,000.00, the follow=-
ing provisions are applicable to this con-
tract:

(a) It is the policy of the Government as
declared by the Congress to bring about the
greatest utilization of small business con-
cerns which is consistent with efficient pro-
duction.

(b) The Contractor agrees to accomplish
the mazimum amount of subcontracting to
small business concerns that the Contractor
finds to be consistent with the efiicient per~
formance of this contract.

(38) Gratuities as set forth ih § 406.«
104-16 of this title.

(39) Examination of records as set
forth 1n § 406.104-15 of thais title.

(40) Ceiling prices as set forth in
§ 406.103<22 of this title.

(41) The contract clauses as set forth
m § 406.104 of this. title (not otherwise
mentioned 1n this part) and Part 408 of

-

this title will be used in accordance with
instructions contained in sald section
and part. The clauses set forth in § 406.»
105-5, 406.105~7 and 408.106 of this titlo
will be used where necessary or desirable
to cover the subject matter contained in
such clauses.

(42) Alterations as set forth in § 406.~
105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of § 1006.102 (b)

(43) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b)

(44) Approval as set forth in § 406.-
105-2 of this title will be used in
accordance with instructions contained
in subparagraph (20) of § 1006.102 (b).

SUBPART G——SALES CONTRACTS

§1006.701 General. Pending issu-
ance of the portion of Part 406 of thig
title (Armed Services Procurement Reg-
ulation) relating to sales contracts, tho
following instructions will apply*

a. All formally advertised sales contracts
will be prepared in the form of Gonoral Sorve
ices Administration Standard Forny 14.

b. All negotiated sales contracts will bo
prepared in a form as nearly similar to that
used for advertised sales as the ciroume
stances permit, and no suoh contracts will
be awarded without the prior roview and
approval of the Commanding Glonoral, Afr
Matériel Command, or his duly authorized
representative.

SUBPART H—BAILMENT CONTRACTS

§1006.801 Genetral. This subpart
sets forth the required and authorized
clauses for use in master ballment agrec«
ments. -

§ 1006.802 Contract clauses. (a) All
master bailment agreements will consist
of the following clauses in the following
sequence:

(1) Definitions as set forth below*

Definitions. (a) The term “Contracting
Officer” meansg the person excouting this
agreemrent on bohalf of the Govornmont, and
any other officer or ctvilian employeo who 18
properly designated Contracting Ofcer; and
the term includes, excopt as othorwise pro-
vided in this agreoment, tho authorizoed rop«
resentative of a Contracting Officor acting
within the limits of his authorlty.

(b) The term “AF Representative® as used
herein means the Commander of the Alr Pro«
curement District or the Ohlef of tho Alr
Reglonal Office having over-all administra=
tive responsibility for the supplies or sorvices
contract in connection with which tho prope
erty is bafled, or the Air Force Plant Ropro«
sentative for the Balleo’s Plant,

(2) Property loaned under ballment
agreement as set forth below*

Property logned wunder Vaflment agreoe
ment, (a8) The Government shall loan to
the Contractor, herelnaftor roforred to as the
“Balilee,” only such property as may bo aule
thorized in a Supplies or Services Contract,
Property loaned to the Bafleo under a Baile
ment Agreement is horelnatter referred to as
the “Balled Property.”

(b) Each loan of Balled Property shall be
evidenced by. & “Ballment Agrgomont”,
signed by the Contracting Officor authorizing
the loan. Each such agreement shall cone
tain all pertinent information with respect
to the particular loan, including the pur«
pose of the loan and use to bo mado of the
Balled Property, an adequate desoription of
the Balled Property, authorization for any
modifications which the Baileo may incore
porate in the Bailed Property, the Contrace
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tual authority under which the loan Is be-
ing made, the place where the property is
to be delivered to the Bailee and the place
where the property is to he returned to the
Government, the period of bailment, and
provisions concerning any records to be
maintained or reports to be furnished to the
Government other than those required here-
.

(3) Title as sef forth below*

Title. Title to the Balled Property shall at
all times yemain in the Government. The
Contractor shall maintain adequate prop-
erty control records of the Government Prop-
erty and shall identify the Government
Property as such in accordance with the
provisions of the “Manual on the Control of
Government Property In the Possession of
Contractors” dated March 1951, which is
incorporated herein by.reference.

(4) Access of Government personnel to
bailed property as set forth below*

Access of Government personnel to bailed
property. (a) The Government shall, at all
times, have access to any building or inclo-
sure where any of the Bailed Property is
located, for the purpose of -inspecting same
(or of removing same upon termination of
the Bailment Agreement) or for the purpose
of observing any experimental research, test-
ing or development program in connection
with Bailed Property ang, in that connec-
tion, may be present at and may observe
any tests pertaining thereto.

(b) In the event that the Government
desires to test any of the Bailed-Property
during the period of Bailment, it shall have
the right to do so at its discretion, but such
test or tests shall be made by representatives
of the Government, with Government pilots
and at the expense and risk of the Govern-
ment.

(5) Use of the Bailed Property and
expenses 1n connection therewith as set
forth below*

Use of the Bailed Property and expenses in
connection therewitk. (a) The Bailee chall
use the Bailed Property covered by any Ball-
ment Agreement only for the purposes spec-
ified in said agreement.

(b) If aircraft constitutes Bailed Property
hereunder, no flight shall be made except for
the purposes stated in the applicable Bafl-
ment Agreement or as required for mainte-
nance or replacement of parts of the air-
craft or to enable Ballee to restore or prepare
the alrcraft for return to the Government in
eccordance with the provisions of clause 11
hereof. Flight crews furnished by the
Bailee must recelve written approval of the
AT Representative prior to flight, in accord-
amce with AMC Regulation 60-3 or such su-
perseding regulation as may be In effect at
the time of the applicable Bailment Agree-
ment issued hereunder.

(c) If alrcraft used for testing constitutes
the Bailed Property hereunder, Aircraf
Utilization Reports shall be rendered weekly
by the Ballee in accordance with AMC Regu=-
lation 80-2 or such superseding regulation
as may be in effect at the time of the ap-
plicable Bailment Agreement.

(d) None of the Balled Property shall he
removed by the Bailee from the continental
limits of the United States without prior
written approval of the AF Representative.

(e) The Ballee agrees that it shall, with-
out cost to the Government under this Ball-
ment Agreement, furnish all equipment, ma-
terials including fuel and lubricants (other
than parts furnished by the Government
pursuant to clause 8 of this agreement),
skilled pilots, engineering, labor, and other
personnel necessary in connection with any
use of the Bailed Property. However, noth-
ing herein contained shall be deemed to pre-
vent Bailee from being relmbursed under a
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cost-plus-a-fixed-fee supply or cervico cone
tract between the Government and tho Balleo
for the cost of such equipment, materinls and
services in connectlon with use applicablo
thereto, or shall he deemed to prevent Ballea
from including, In any price charged to the
Government under a fixed-price supplics or
service contract, o charge repreconting o
reasonable allowance for the costs of such
equipment, materlal and cerviecs in ccnnec-
tion with use applicable thereto. Ballea
shall not be entitled to relmburcement of
cost under any cost-plus-fized-fee contract
or adjustment of prices under any fixed-prico
contract solely by reasen of any Ballment
Agreement.

(6) Modifications of Bailed Property
as set forth below-

Zfodifications of Batled Property. Unlecs
otherwise specifically provided In a Ballment
Agreement, the Ballee chall nct medify In
any manrer, Balled Property or parts thereof.

(7 Maintenance of Bailed Property
as set forth below*

Zfaintenance of Bailed Property. (o)
Ballee shall -conduct an Initial incpection
upon receipt of the Balled Property to de-
termine its condition, shall maintain records
of such inspection and sholl maintain the
Balled Property In good repair and condl-
tion at all times thereafter until returned
to the Government. E=xcept as herelnafter
stated, such maintenance of each item of
Bailed Property shall be accomplished by
Ballee in accordance with the basic Technieal
Order Service Handbook for such property
provided by the Government. However, if
there is no handboolk applicable to the par-
ticular item of Bailled Property, maintenancs
by Ballee shall conform to good inductrial
practice. Ballee shall accomplish and maln-
tain current records of all such maintenance
for review by the AF Representative.

(b) If sircraft or alrgraft engines consti-
tute Balled Property hereunder, the Ballea
shall comply with the current icsue of AP
Technical Order 02A-1-1 or 02B-1-1 £3 ap-
plicable and with the current i=sue of AP
Technical Order 00-20A-1. In addition,
Batlee shall alco comply with the provisions
with respect to visunl inspection contalned
in any other Technical Orders applicable to
the particular afreraft batled hercunder from
and after the date or dates upon which such
Technical Orders are furnished to Ballee by
the Government. The Bailee shall alzo make
entrles required by the current i~5ue of AF
Technical Order 00-35D-263 and 01-1-81 in
Form 263. Bailee ghall not be requlred to
perform overhouls of afreraft or slrcraft
engines. Necessary compliance with Tech-
nical Orders and related maintenancs re-
quirements relating to balled alrcraft or
aireraft engines, other than thoce cnumcr-
ated above shall be accomplished by the
Government: Provided, howerer, That Ballca
may, with the prior written concent of the
AF Representative, comply with “Bed Crocs
Technical Orders” or “Red Dilagonal Tech-
nical Orders™ which Batflee is able to accom-
plish properly with the fecllitics and
personnel gvallable to the Ballee.

(¢) The Government, acting through the
AF Representative, shall have the right at its
discretion to take poscession of or ground (in
case of aircraft) any of the Balled Property
at any time, to accomplish complinnce with
any Technical Orders or maintenance rc-
quirements relating thereto.

(d) The Balleg shall conduct pericdic sur-
veys to confirm the conditicn, adcquacy of
storage facilities, and necessity for retention
of all Balled Property and chall promptly
correct any unsatisfactery maintenaoncg or
storage conditions, Thece perledic survess
shall be conducted in addition to or concur-
rently with all other inspection and Tech-
nical Order compliance requirements of this
agreement and shall in no way affect such
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other requircments. Tae Ballee chall moine
tain reccrds of cuch pericdie surveys for re-
view by the AP Reprezentative. Fregusney
of cuch gurveys chall bz In accordance with
the following:

(1) Not lecs than once every three months
for alrcraft, engines, motorized egquipment,
mechanically or electrieally opzrated equip-
ment and cimilar property.

(2) Not lecs than once every six months
for other proporty.

(8) Replacement parts as seb forth
belowe

Replacement parts, (a) If thz Contract-
Ing Odicer determines it to be advantageous
to the Government, the Government may, at
its expence, furnish to the Ballea ot the place
where the Balled Property 1s located:

(1) Such replacement parts as may be re-
quired from time to tim> for such Balled
Property bocauce of (1) reaconable wear and
tear resulting from authorized uw-age or (i)
1023 or destruction of or damage to such
Balled Property for which the Ballee I3 nob
1able under the provicion of clauce 13 hereof;
and

(2) Such new or additional parts as may
ba required from time to time for installa-
tion in or on such Balled Property to accom-
plish compliance vith Technicel Ordars.

(b) XIf alrcraft constitutes Bailed Prop-
erty hercunder the Government, at the re-
quest of the Ballee, chall deliver to the Ballee
at the place where the Balled Property iz
then located:

(1) Such replacement parts as may be re-
quired from time to time a5 determined by
the Cantracting Ofilcer o5 nececcary xeplace-
ment on such aircraft becauze of (1) rea-
conable wear and tear resulting from au-
thorized usage or (i) locs or dastruction of
or damage to cuch balled aircraft for which
the Bailee 1s not lable under the provizlons
of clauce 13 hereof; and

(2) Such nevr or additional adrcraft parts
23 may be required from time to time as de-
termined by the Contraocting Oficer to be
nececsary for installation In or on such balled
alreraft to accomplinth complinnce with ap-
plicable Technlical Orders.

(c) All parts furnished by the Govern-
ment pursuant to this clanze shall be ace
counted for os Government-furnicshed prop-
erty in accordance with 2anual for Control
of Government Proporty in Poztession of
Contractor, dated 2arch 1951,

(9) Duration as set forth balow-

Duration. (a) The peried of time during
which Bafled Property may be loaned to the
Bailee chall be cet forth in the Ballment
Agreement and chall not extend beyond the
date upon which the purpoce of the ballment
has becen accomplished and in any event shall
explre on the date of delivery or time of per-
formanca cat forth In the supplles or cervices
contract In connection with which the prop-
erty 15 belng loaned: Provided, Rowerer, That
the Government may, at its sole will, prior to
the date cpecified in the Ballment Agreement
terminate cuch agreement. The Govern-
ment may provide for the retention by the
Ballee of any item of Balled Property for use
in connection with cther specific supplies or
cervico contracts If authorized by such con-
trocts by means of an additional Ballment
Agreement.

(b) In the event the purpoze of the Eail-
ment i3 cccompliched prior to the date of
czpliration of the kallment pericd stated in
the Ballment Agreement, the Ballee chall
notify the Contracting Officer and request
dicposition instructions for the Balled
Proporty.

(10) Delivery of Bailed Property to
the Bailee as set forth balow:

Delivery of Beiled Property to the Bailee.
Tho Government chall deliver the Boiled
Proporty to the Ballee at the location spec-



4818

ified in the Bailment Agreement issued pure
suant hereto as soon as possible after is-
suance of such_ agreement,

(11) Return of Bailed Property to the
Government as set forth below*

Return of Bailed Property to the Govern=
ment. (a) Bailed Property shall be returned
to the Government in as good condition as
when delivered to the Bailee except for rea-
sonable wear and tear or depreclation re-
sulting from authorized use.

(b) Upon expiration or termination of any
Bailment Agreement, the Ballee shall imme-
diately discontinue use of all Balled Prop-
erty furnished pursuant to such agreement;
and the Ballee shall restore such Bailed
Property to the same condition as it was in
when delivered to the Ballee, reasonable
wear, tear and usage excepted, unless the
Contracting Officer directs the Ballee in writ-
ing to return the Balled Property as modified
in accordance with the Bailment Agreement
covering said property. If the Contracting
Officer glves such a direction, Bailee may re-
move from the Bailed Property any equip-
ment’installed by Ballee which Is owned by
the Ballee and shall make such repairs and
installations as may be necessary to restore
the Bailed Property to the same working
condition such property was in when re-
celved by Bailee, reasonable wear, tear, usage
and authorized modifications excepted. Any
of the Balled Property not permanently in-
stalled in aircraft constituting Bailed Prop-
erty hereunder or any aircraft which cannot
be returned as provided in paragraph (c)
below, shall be properly packed, boxed and
crated by the Ballee for return to the Gov-
ernment., Upon compliance with the fore-
going, a certificate from the AF Represent-
ative to the effect that the Bailled Property
is in, or has been restored to,.the condition
required by this clause shall be furnished to
the Ballee. Nothing contained in this para-
graph shall be deemed to require the Bailee
to assume the cost of restoring or repairing
property damaged or destroyed or to assume
the cost of replacing any loss-as to which
the Bailee is relleved from liability under
the provisions of clause 13 of this agreement.

(¢) If aircraft constitutes Bailed Property
hereunder, such afircraft, unless grounded,
ghall, subject to the provisions of paragraph
(b) above, be prepared by Ballee for fiyaway
by & Government pilot and Bailee shall fur-
nish without cost to the Government under
any Bailment Agreement all aircraft engine
fuel, lubricating oil and cooling fluid re-
quired for sald flyaway in the amount to be
designated by the Government pilot. All
alrcraft prepared for flyaway as provided
herein and property permanently installed
in such aircraft shall be delivered to the
Government at such flying field as may be
designated as the point for such delivery
in the applicable Ballment Agreement or,
in the absence of such designation, at a fly-
ing field designated by the Contracting Of-
ficer in the viclnity of the Bailee’s plant.
Any aircraft which is grounded shall be pres
pared for shipment and return to the Gove
ernment in accordance with instructions fur-
nished by the Contracting Officer.

(d) If property. other than aircraft is to
be shipped at the expense of the Govern-
ment, it shall be shipped on Government
bills of lading, and the Bailee shall make
application therefor on forms furnished by
the Government. Descriptions inserted in
Government bills of lading shall comply with
the rules and provisions of the freight clas-
sifications and tarifis of the carrier or car-
riers involved. Such Bailed Property shall
be returned to the Government as follows:

(1) Any shipment occupylng sufficient

space In a raliroad car to constitute a ship-_

ment subject to carload freight rates shall
be dellvered f. o. b. carrier’s equipment at

the location specified in the Bailment Agree-
ment, and ¥

RULES AND REGULATIONS

(2) Any shipment subject to less-than-
carload freight rates shall be delivered
f. 0. b. freight station at such location.

(12) Laquidated damages as sebt forth
below*

Liquidated damages. (a) If alreraft con-
stitutes Bailed Property hereunder and if
the Contractor falls to return the aircrdft on
the date specified in the Bailment Agree-
ment for such return (or as the same may
be extended in writing by the Contracting
Officer), the actual damage to the Govern-
ment for the delay will be impossible to
determine, and therefore in lleu .thereof the
Contractor shall pay to the Government-as
fixed, agreed, and liquidated damages for
each calendar day of delay the amount set
forth in the  Ballment Agreement loaning
such aircraft and designated as “Liquidated
Damages”

(b) The Contractor shall not be charged
with liquidated damages when the delay
arises out of causes beyond the control and
without the fault or negligence of the Con-
tractor.

(¢) The rights and remedies of the Gov-
ernment provided in this clause shall not be
exclusive and are.in addition to any other
rights and remedies provided by law, under
this Ballment Agreement, or under any sup-
plies contract authorizing the loan of the
alrcraft balled hereunder. ~

(13) Risk of 1oss or damage, and lia-
bility. for Bailed Property as set forth
below*

7

Risk of loss or damage, and liability for
Bailed Property. (a) The Ballee shall be
liable for all loss or desfruction of or dam-
age to Bailed Property except as otherwise
provided by the terms of this clause.

(b) The Batlee shall not be llable for loss
or destruction of or damage to the Balled
Property provided such 1oss is:

(1) Caused by reasonable wear and tear
or depreciation .resulting from authorized
use; or

(2) Caused by any peril while the prop-
erty is in transit off the Ballee’s premises;
or

(8) Caused: by any of the following perils
while the property is on the Ballee’'s or a
subcontractor’s premises or other premises,
or by removal therefrom because of any of
the following perils: Fire; lightning; wind-
storm, cyclone, tornado, hall; explosion; riof,
riot .attending a strike, civil commotion;
vandalism and malicious mischief; aircraft
or objects falling therefrom; vehicles run-
ning on land or tracks, excluding vehicles
owned or.operated by the Contractor or any
agent or employee of the Contractor; smoke,
sprinkler leakage; earthquake or volcanic
eruption} flood, meaning thereby, rising of
rivers or streams; enemy attack or any ac-
tion taken by the military, naval or air
forces of the United Stafes in resisting enemy
attack; or

(4) Caused by any other peril unless such
loss, damage or destruction occurred by rea-
son of fallure of the Ballee or of any of its
directors, officers, agents, or employees who
have supervisory or directional control of .all
or a part of the operations of the Bailee to
exercise with respect to such Bailed Prope
erty the same degree of care which a reason-
ably prudent businessman, operating under
currently comparable circumstances, would
exercise with respect to his own property of
the same type.

(c) X aircraft constitutes Balled Property
hereunder the Bailee shall not be Hable for
loss or destruction of, or damage to such
alrcraft occwrring during the course of ope
eration of such aireraft nor to Balled Prop-
erty hereunder which ab the time of such
loss, destruction or damage, is being used in
or on an alrcraft durihg the operation of
such aircraft if personnel conducting such
operation were elther (1) furnished by the

Government or (i1) approved in writing b
the AF Representative in accordance with
clause 6 above, and if the Ballod Property is
at the time of such loss, destruotion or dame
age, belng used for purposed authorized by
the applicable Ballment Agreemont. Tho
term ‘“operation” as used hereln includes
both flight and ground ‘operations, and in-
cludes the operation of the airplane, primo
and suxiliary power plants, tho landing goar
controls, the filght controls and brakes and,
while the airplane is belng towed, the opor«
ation of any,vehiclo used in such towing,

() Bailee represents that it is not maine
taining and will not hereafter maintsin in-
surance (including self-insurance funds and
reserves) covering loss or destruction of or
damage to the Balled Property for which
it 1s relleved of llabillty by paragraphs (b)
and (c¢) of this clause, and ropresents that
it 1s not including and agrecy that 1t will not
hereafter include in any price to the Gove
ernment any charge or reserve for such in.
surance; provided, however, that nothing
contained in this paragraph shall be deomoed
to apply to insurance approved or required
by. the Contracting Officer pursuant to any
cost-type contract between tho Governmontg
and the Ballee., If any sums shall be rocova
ered by the Bailee as the proceeds of insur«
ance policles applicable to the Balled Prop«
erty, the Balles shall equitably relmburse
the Gaovernment. The Balleo agroos that {b
will _do nothing to projudice the Governa
ment’s right to recover against third partics
for any loss or destruction of or damage to
the Bailed Property, and will on request co«
operate with the Government in eoffocoting
recovery against such third partles,

(14) The clauses required by §§ 406.=
103-15, 406.103-16, 406.103-18, 406.103-
19 and 406.103-20 of this title are in-
cluded in this agreement.

SUBPART I—FACILITIES CONTRACTS

§1006.901 General. This subpart
sets forth required and authorized
clauses for use in contracts whereby the
Government furnishes to the contractor
facilities, including thgse whereby, as a
portion thereof the contractor furnishesy,
or acquires, additional facilities for the
Government.

Nore: As of this date, contracts whoreby
the Government, only, furnishes faollitics,
are not set forth in this subpart.

§ 1006.902 Contract clauses, (a) All
contracts for furnishing faclilitles to a
-contractor, and which confracts also pro«
vide for the manufacture, supply, or ac-
quisition by the contractor of facilities
will be prepared and issued solely by
Headquarters, Air Matériel Command
and/or such other activity as may be
designated by Headquarters, Alr Matériel
Command, and will include the following
clauses in the following sequence:

(1) Facilitles to be provided as sot
forth below*

Facilities to be provided—(n) By the Oot«
tractor. (1) The Contractor shall with due
expedition perform the items of work sot
forth in Part 1 of the attached Sohedule,
subject to the approval requiremonts sot
forth therein, for the consideration sat forth
in Part 6 of sald Schedule.

(2) The app:ovals required for tho foro=
golng shall be requested by tho Contractor
prior to performanceo; but the Contraoting
Officer may at his discretion grant such ape
provals subsegquent to performanco with like
effect as if granted prior to porformance,
Normally, no item shall bo approved for
manufacture or acquisition hereunder until
it has been determined that o suitablo liko
{item cannot be furnished by tho Governmont
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(Department of the Air F¥orce) out of its
Industrial Reserve; however, such require-
ment can be waived solely at the discretion
of the Contracting Officer.

(3) The Government reserves the right to
furnish to the Contractor f. o. b. cars or car-
rier’s equipment at Contractor’s plant or at
the point nearest thereto that rall carrier
service is available any or all of the facilitles
to be provided by the Contractor hereunder
m lieu of the providing thereof by the Con-
tractor. In the event the Government exer~
cises this right this contract shall be consid-
ered terminated to the extent necessitated
by such furnishing.

(b) By the Governmeni. (1) The Gov-
ernment shall furnish to the Contractor the
existing Government-owned facilities set
forth in Part 2 of the attached Schedule.
Such property shall become subject to all the
terms and conditions hereof upon receipt
thereof by the Contractor unless another
effective date is specified in Part 2 of the
attached Schedule.

(2) Such facilities shall be provided with-
out warranty expressed, or implied on the
part of the Government as to serviceability
or fitness for use, subject to the right of the
Contractor seasonably to inspect and reject
the same for good and sufficlent reason. All
personal property included in the facilitles
provided pursuant to this paragraph (b) not
presently located at the location specified
in Part 3 of the attached Schedule, will be
delivered to the Contractor at such plant or
at the point nearest thereto that rail carrier
service is available, as sdon as practicable
after-the date of approval of this contract,
transportation charges prepaid.

(2) Factual appendices as set forth
below-

Factual appendices. Within three months
after the date of approval of this contract,
and at three-month intervals thereafter dur-
ing the life of this contract, Contractor shall
submit a list of the facllities provided here-
under and not previously listed, together
with a Ust of any necessary changes or dele-
tions of items on previous lists: Provided,
however, That no such lists shall be required
for any period in twhich there have been no
additions to or changes or deletions of prev-
ious listings. Such lists will be identified as
“Factual Appendix A” to this contract or
supplements to such appendix. They will
contain (1) a summary, by categories, of
expenditures to date under this contract, (2)
a list of all recoverable items of property
provided hereunder for which reimbursement
is made hereunder and (3) a list of Govern-
ment-furnished property provided hereunder
and shall be in a form to be agreed upon
between the Contractor and the Contracting
Officer. Such lists shall be certified as cor-
rect by a responsible representative of the
Contractor. Upon approval thereof by the
Contracting Officer they will be transmitted
to Headguarters, Air Matériel Command,
‘Upon approval and distribution thereof such
lists shal be considered incorporated herein
by reference, it being understood, howeyer,
that such lists will be binding upon the par-
ties hereto only to the extent that they do
not conflict with the supporting docu-
mentation.

(3) Place and time of installation as
set forth below- ’

Place and’time of installation. The facill-
ties provided hereunder as described in
clause 1 hereof shall be located or installed
in the location set forth in Part 3 of the
attached Schedule. The Contractor agrees
to use its best efforts to have such facllities
installed and/or otherwise prepared for wuse
on or before the date set forth in Part 4 of
the attached Schedule.

(4) Title as set forth below*

Title. (a) Title to all property furnished by
the Government shaill remein in the Govern~
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ment. Title to all property purcheced by tho
Contractor, for the cost of which the Cone-
tractor is entitled to ke reimburced o3 o dl-
rect item of cost under this contract, chall
pass to and vest in the Government upon de-
livery of such property by the vendor. Title
to other property, the cost of which 15 relme
bursable to the Contractor under this con-
tract, shall pass to and vest in the Govern-
ment upon (f) icsuance for uce of such prop-
erty in the perfermance of this contract,
or (i) commencement of processing or uce
of such property in the performnnce of this
contract, or (iii) reimbursement of the cost
thereol by the Government, whichever first
oceurs.

(b) All personal property for the cost of
which the Contractor is entitled to be reim-
bursed hereunder and all other Government-
owned personal property provided hercunder
shall remain personalty although afilxed to
realty not belonging to the Government.

(5) Workmanship as set forth below:

Workmanship. All work required under
this contract shall he executed In the most
economical and workmanlike manner in
strict conformity with the best standard
practices and allmaterlal, workmanship and
faclities shall be subject to In-pection and
test by representatives of the Government.

(6) Use and charges therefor as set
forth below:

Use and charges therefor. (a) The Con-
tractor may, subject to the termination pro-
vislons hereof, use all or part of the foellf-
ties provided hereunder without chorge in
the performance of (i) all negotiated Alr
Force prime contracts which guthorize such
no charge use or the price or fee of which
is contingent upon such no charge use, (i)
subject to the approval of the Contracting
Officer, subcontracts under any such Alr
Force prime contracts and ({ii) to the ex-
tent such use will not interfere with the
foregoing and subject to the approval of tho
Contracting Officer, prime and cubcentracts
of other Government agencies which auther-
ize such no charge use or the price or fee of
which is contingent upon such no charge uce.

(b) The Contractor may alco, with the
prior approval of the Contracting Ofilcer, uce
the facilities provided hercunder in the per-
formance of incidental work other than that
herelnabove authorized to the estent that
such additional work will not interfere with
the performance of the work herelnabove au-
thorized: Provided, That the Contracting
Officer determines that such cther uce 15 in
the interest of the Government, and that
the Contractor is not thereby placed in g
Iavored competitive position. At clx months®
intervals during the life of the contract and
at the termination thereof Contractor chall
submit a detalled report to the Contracting
Oficer of all such other uce performed dur-
ing the preceding perled. Such reports shall
be supported by such records as are negcestary
to insure equitable action hercunder. Upon
submicsion of such remort the Contractor
and the Contracting Officer will promptly
negotinte to determine the extent of uce
during the perlod covered by cuch report
and the conslderation therefor. Such
amount shall be computed upon the basls
of the extent of the uce at rates based upon
actual or estimated criginal acquisition cost
of the facllitles uced. Such rates chall be
5 percent per annum for land and land im-
provements, 8 percent per annum for build-
Ings and building installations, 12 percent
per annum for machinery and equipment
and 25 percent per annum for pgrtable tools
and automotive equipment. In the event
of a fallure to agree In cuch.negotiations
the resulting dispute chall be cettled in ace
cordance with the procedures provided In
the clause hercof entitled “Disputes” Tho
Contractor chall upon demand of the Cone-
tracting Officer except in the event an appeal
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15 pending or to be filed forward his check
payoble to the Treasurer of the United States
for tha amount due through the Contractinz
Officer to the Commanding General, Head-
quarters, AMC, Wright-Patterson Afr Force
Bace, Onlo, Attention MCCBXA.

(c) The Contractor reprezents that it hos
eliminnted or will eliminate from the prices
and, for the purpose of computing fees, from
the estimated cost, charged for all contracts
to ba performed by the Contractor using fo-
cllitlies provided hereunder on a ne-charge
basls any charges or allowances (including
amortization and depreciation) included
therein for the facllitles provided hereunder
exclusive of charges for costs incurred in
the performance of obligations impozed here~
under, and in making application for per-
miscion to use facilities provided hereunder,
Contractor shall co state. It Is agreed that
nothing in this contract chall bz interpreted
as prejudicing any rights that the Contractor
may have to be refmburced under cther con-
tracts between the partles hereto for ths
cost of performing obligations impozed bere-
under and not made relmburcable hereunder.

Note: Where appropriate, the clause as sst
forth in gubparagraph (6) following shall he
uced In Ueu of that cet forth above.

(6) Use and charges therefor as seb
forth belowr-

Use cnd charges therefor. (a) Toe Cone
tractor moy, subject to the termination pro-
vislons hereof, uce the facilities provided
hereunder in the production under Govern-
ment prime or subcontracts of the items for
which they were provided.

(b) The Contractor may alzo, with the
prior approval of the Contracting Officer, use
the facllities provided hereunder in the per-
formance of incldental work other than that
herelnobove authorized to the extent such
additional work will not interfere with the
work hereinabave authorized; provided thct,
the Contracting Ofcer determines that such
othor uce 15 In the interest of the Governe
ment and that the Contractor 15 not thereby
Pplaced in a favored competitive position.

(¢) In conslderation for such use Confrace
tor chall pay a uce charge computed at the
following rates:

Land and land improvements, 5 percent prar
annum; bulldings and bullding installations,
8 percent per annum; machinery and equip-
ment, 12 percent per annum; portable tecls
and automotive equipment, 25 percent per
annum.

Such uce charge chall be computed upon tha
cost to the Government of the items of fo-
cllitles for which relmbursement is made
hercunder exclusive of the cost of tranze
portation, where trancportation costs oze
involced ceparately, end installation, ard
upcen the actual or, when actuzl is not avail-
able, the estimated original acquisition cost
of the items of facilities furnished by the
Government hereunder (exclusive of the esst
of trancportation, installation, and repair),
o5 ouch costs are agreed upon with the Colie
tracting Oflcer. Such charges shall be cont-
puted on the basls of calendar months of
uce; provided that, (1) in the event that any
item of facllities 15 not used for a period of
fifteen concecutive calendar days in any cale
endar month, the charge payable for such
item of facilities chall be one-twenty-first
(¥21) of the monthly charge for each day or
part thereof In cald calendar month thab
gsuch item 1s uced; and provided that (ii) o
prorated charge shall be made for froctionzl
calendar months at the commencement »f
uce of each-item and at the effective date
of the total or partial termination of this
contract. Payment of such meonthly rental
charges chall bo due on the fifteenth of exch
calendar month for the preceding calendar
month’s uce and shall be effected by mailing
or delivering to the Contracting Offcer o
check payable to the Treasurer of the United
States accompanied by o ctatement in tripii-
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cate explaining the computation of the
amount thereof,

(d) It is agreed that nothing in this con-
tract shall be interpreted as prejudicing any
rights that the Contractor may have to be
reimbursed under other contracts between
the parties hereto for the cost of perform-
ing obligations imposed hereunder and not
made reimbursable hereunder.

(7) Reimbursement as set forth below*

Reimbursement. (a) The Government will
say to the Contractor upon 1lnspection and
icceptance by the Contracting Officer of the
items or the work specified in Part 1 of
ittached Schedule, subject to the provisions
>f paragraph (c) of this clause, the direct
r08ts and the overhead designated in Part
5 of the attached Schedule determined In
accordance with Part 2, Section XV of the
Armed Services Procurement Regulation for
items ofher than construction, and in ac-
sordance with Part 4 of sald Section XV
for items of construction, if any.

(b) It has been determined by the Con-
tracting Officer in advance and agreed to by
the contracting parties for the purpose of
simplifying auditing procedures applicable
thereto, that the overhead rate or rates set
forth in Part § of the attached Schedule rep-
resent an amount equal to a reasonable: and
proper proportionate share of all of the Con-~
tractor’s overhead and General and Admin-
Istrative expense applicable and allocable to
the performance of this contract and as ex-
tluding any expenditures for items of cost
for which «direct reimbursement is provided
elsewhere In this contract. Unless-the prior
approval of the Contracting Officer is ob-
tained, the Contractor shall not change its
method -0of accounting under this contract
In such manner as to account for any item
of cost on a direct cost basis if such item
of cost was considered as an indirect charge
for the purpose .of establishing the over-
head rate or rates set forth in Part § of the
attached Schedule. All amounts reimbursed
hereunder shall be withdrawn from the ap-
propriate overhead pool ‘or pools prior to
the allocation of overhead to other contracts
with the Government or Suppliers of the
Government and nothing in this contract
shall be Interpreted as prejudicing any rights
that the Contractor may have to be reim-
bursed ,under other contracts between the
parties hereto for overhead including-Gen-
eral and Administrative expense sallocable
to this contract in excess of the amount
made reimbursable hereunder for such costs.

(¢) The Government will currently reim-
burse the Contractor for such expenditures
made in accordance with this clause as may
be approved or ratified by the Contracting
Dfficer upon certification and verification by
the Contracting Officer of the original signed
payrolls for 1abor, the original pald invoices
for facilities and materials, or other original
papers: Provided, however That in the event
It Is impracticable to furnish the Contracting
Officer with original slgned payrolls for 1abor,
original pald invoices for facilities and mate-
rlals, or other original papers, the Contractor
shall furnish evidence in a form satisfactory
to the Contracting OHcer covering expendi-
tures to_be reimbursed under this clause.
Generally payments hereunder will be made
monthly, but may be made at more fre-
Jquent intervals if the conditions so warrant.
Such current relmbursement shall include
partial and progress payments made to sub-
sontractors or suppliers for machine tools
and/or construction projects ordered here-
under in those cases where the subcontrac-
tor or supplier requires partial payment
therefor and the subcontract or purchase
igreement therefor containg a partial pay-
ments clause approved in writing by the Con-
tracting Officer and not less favorable to the
Sovernment than the partial payments
slause set forth in Joint Procurement Reg-
alation 5-407.2; provided that each such par-
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tial payment is specifically approved in writ-
ing by the Contracting Officer.

(d) “There has been allotped for the per-
formance of this tontract the total sum set
forth in Part 6 of the attached Schedule.
This sum may be increased from time to
time by the Government solely in its dis-
<cretion. Upon the making -of any such in-
trease the Contracting Ofiicer shall amend
This contract accordingly. Notwithstanding
any other provislons of this contract the
‘Contractor shall not be bound to take any
-action in connection with the performance
of this contract that would cause the
amount for whicp the Government will be
obligated hereunder to exceed the sum
allotted for this contract, and the obligation
of the Contractor to proceed with the per-
formance of this ‘contract shall be limited
accordingly. If at any time the Contractor
'has reason to belleve that the amount to be
expended or committed by it in the next
succeeding 30 days, when added to all pre-
vious expenditures and commitments will
exceed 75 percent of the sum allotted for
this contract, it shall notify the Contract=
ing Officer to that effect, giving an estimate
as to the ‘percentage of completion of the
items of work sét forth in Part 1 of the at-
tached Schedule, so that a determination
may be made as to whether or not additional
funds will be allotted for this contract, Any-
thing in this contract to the -contrary mot-
withstanding, the Government shsll not be
obligated to pay to the Contractor either for
the reimbursement of expenditures or other-
wise any amount In excess of the sum al~
lotted for. this contract: Prownided, however,
That if the Contractor makes any expendi~
tures for which funds.are not allotted, the
Contracting Officer may ratify such expendi-
fures when funds .are allotted.

(e) In securing all facilities, parts, ma-
terials and services required for ‘the per-
formance of this contract from sources other
than the Contractor, the Contractor shall
.obtain competition to the maximum prac-
tical extent -and shall take advantage of the
most advantageous prices with due regard
to securing adequately prompt delivery of
satisfactary facilities, parts, materials and
services.

(f) The Contractor represents that the
costs incurred and for which it is reimbursed
under this contract are not and will not be
included as an element of cost in any other
contracts with the Government or suppliers
of the Government and that the overhead
rate or rates set forth in Part 5 of the at-
tached Schedule do not include any allow~
ance for profit.

(g) The cost-plus-a-percentage-of-cost
system of contracting shall not be used by
the Contractor in procuring articles, mate~
rials, supplies or services required for the
performance of this contact.

(h) Overtime work for which compensa-
tion at rates in excess of regular or straight
time compensation will be charged shall be
performed hereunder only to the extent ex~
pressly nuthorized in writing by the Con-
tracting Officer. \

Nore: Provisions of the reference “Part
2, Section XV of the.Armed Services Procure-
ment Regulation” in a foregoing clause are
contalned in Subpart B, Part 414 of this title,
Provisions of the reference “Part 4 of Section
XV” in a foregolng clause are contained in
Subpart D, Part 414 of this title. )

: (8) Right-of diversion as set forth be-
ow:

“Right of diversion. The Goyernment re~
serves the right when it 1s determined by the
Alr Force o be in the best interest of the
‘Government to direct the delivery of any or
all of the facilities acquired by or furnished
to the Contractor hereunder to locations
other than those specified in this contract.
It is also agreed that the Contractor shall at
the request of the Contracting Officer, when

it 1s determined by the Alr Forco to bo In
the best interest of the Government, assign
“to the Government or to any designated
third party or: partles, purchase orders or
subcontracts of the Contractor for any or alf
of the facilitics to bo acquired under thiy
confract, 4

(9) Taxes and utilities as set forth
below

Tazes and wutilities., (a) The Contractor
agrees-to pay to proper authority when and
as.the same becomo due and payable, alt
taxes, assessments and similar charges
which at any time prlor to the flnal sottlo«
ment of this contract are properly and lo-
gally taxed, assessed or imposed upon tho
Contractor’s interest made or created pur«
suant fo the provisfons of this contract,
with respect to part or all of tho facilitios
provided hereunder or the use thercof.

(b) The Contractor agrees to pay all
claims or charges for or on account of
water, light, heat, power and any othor
services or utflities furnished to or with
respect to the site, bulldings, or tho mae
chinery and equipment or any part thoredt.

{10) Access as set forth below*

Access. The Government shall at alt
times have access to the premises whoreln
any of the facilities provided hereundor are
located for the purpose of inspeoting and
inventorying the same or for the purposo of
removing them as authorized under tho
ternisof this contract.

(11) Report to be furnished by the
contractor as set forth below*

Reports to be furnished by the:contractor.
The Contractor, insofar as 1t iz able, shall
furnish the Government, upon written roe
quest therefor, such reports, estimates, and
other information regarding the subjoct
matter of this contract as the Contracting
Officer finds necessary and reasonable., Roe
quests for such reports, estimatos and other
information shall set forth the nature of tho
information sought and the form in which
such information is to bo furnished,

(12) Records and books of account ns
set forth below:

Records and books of account. (a) Tho
Contractor agrees to keep records and books
of account, showing the cost to 1t 61 all items
of labor, materials, equipment, supplioy,
services, and ofher expendifiures of whate
ever nature for which reimbursement is aue
thorized under the provisions of this cone
tract. The method of accounting used by
the Contractor shall be subject to tho ape
proval of the Contracting Offlcer; provided,
no material change will be required thorein
it it conforms to good accounting practico
and the costs are readily ascertainable thoro«
from. The Contractor shall-«preserve all
books, papers and other accounting records
pertalning to work under this contract for a
period of at least five years after the signing
of the final termination settloment agroo<
ment for this contract. If at any time after
such five-year perfod has expired, the Cone
tractor desires to dispose of any of sald
books, papers or accounting records, ho shall
notify and request permission from tho Cone
tracting -Officer, who shall elther authorize
thelir destruction, unless applicable statutes
otherwise direct, or notity the Contractor to
turn them over to tho Government,

(b) The Contractor agroes that its books
and records and its plant, or such parts
thereof as may he oengaged in tho porforme
ance of this contract, shall at all reasonable
times be subject to inspection and audit by
any authorized representative of the Dopnrt-
ment,

(¢) The Contractor shall cause & provision
corresponding to that contalned in parge ¢
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graph (b) hereof to be included in all sub=
contracts hereunder.

(d) The Contractor also agrees to main-
tam adequate property control records and
a system of identification of the facilities
provided hereunder in accordance with the
provisions of the “Manual for Control of
Government Property in Possession of Con-
tractors” mn effect on the date of this con-
tract. As-part of such control system Con-
tractor shall take a physical inventory of the
facilities provided hereunder at least once
a year. A certificate of such inventory Usting
and properly identifying all losses and dam-
ages which have occurred since the taking of
the last previous inventory shall be delivered
to the Contracting Officer upon the comple-
tion of each such inventory.

(13) Possession as set forth below*

Possession. Except as otherwise in this con-
tract specifically provided, the Contractor
shall not remove or otherwise part with the
possession of any of the facilities provided
hereunder, pledge or assign, transfer or pur-
port to transfer title to any of such facilities
in any manner to any third person either
directly or indirectly, permit the use by
others of any of such facilities, nor do or
suffer anything to be done whereby any of
such facilities may be seized, taken in execu-
tion, attached, destroyed, or injured.

(14) Liability for Government-owned
property as set forth below-

Liability for Government-owned property.
(a) Contractor shall not be liable for any
loss of or damage. to the facilities provided
hereunder or for expenses incidental to such
loss or damage, except that the Contractor
shall be responsible for any such loss or dam--
age (including expenses incidental thereto)

(1) Which results from any risk other than
an “excepted” peril. For this purpose ex-
cepted perils are defined as any of the fol~
lowing perils while the property is on the
Contractor’s or subcontractor’s premises, or
on any other premises where such property
may properly be located; or by removal there-
from because of any of the following: perils:

(I) Fire; lightning; windstorm, cyclone,
tornado, hail, explosion; riot; riot attending
8 strike, civil commotion, vandalism and
maliclous mischief, sabotage, afrcraft or ob-
jects-falling therefrom; vebicles running on
land or tracks, excluding vehicles owned or
operated by the Contractor or any agent or
employee of the Contractor; smoke; sprinkler
leakage; earthquake or volcanic eruption;
flood, meaning thereby, rising of a body of
water; hostile or warlike action, including
action in hindering, combating, or defending
against an actual, impending or expected at-
tack by any Government or sovereign power
{(de jure or de facto), or by any authority
using military, naval, or air forces, or by
an agent of any such government, power,
authority, or forces, or

(IX) Other peril of a type not listed above,
if such other peril is customarily covered by
insurance (or by a reserve for self-insurance)
in accordance with the normal practice of
the Contractor, or the prevailing practice in
the industry in which the Contractor is en-
gaged with respect to similar property in
the same general locale.

(ii) Which results from a risk expressly
required to be insured against hereunder, but
only to the extent of the insurance so re-
quired to be procured and maintained or to
the extent of insurance actually procured
and maintained, whichever is greater;

(1if) Which results from g risk which Is In
fact covered by insurance or for which the
Contractor is otherwise relmbursed, but only
to the extent of such insurance or relmburse-
ment;

{iv) Which results from wiliful miscon-
duct or lack of good faith on the part of any
of the Contractor’s directors or officers, or on
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the part of any of its mnnapers, superintend-
ents, or other equivalent reprecentatives, vwho
has supervision or direction of (4) all or
substantially all of the Contracter's business,
or (B) all or substantislly all of the Con-
tractor’s operations at the industrial focllity
it such facility is o complete plant or unit,
or (C) sl or substantially all of the Con-
tractor's operations at any one plant or copa-
rate location in which such industrial factli-
ties are installed or located, or (D) any cepa-
rate or complete major lndustrlal operation
in connection with which the fzcllitles are
used; or

(v) Which results from (A) a fallure of
the Contractor, due to willful micconduct or
lack of good faith on the part of any of its
directors, officers, or other reprecentatives
mentioned in (iv) ahove, to maointain and
administer in accordance with cound indus-
trial practices a program for the malnte-
nance, repair, protection and precervation of
the industrial facilities in accordance with
the provisions of clause 18 hereef, £o a3 to
assure thelr full avallability and ucefulnecs
at all times, or (B) o fallure of the Con-
tractor to take all reasonable steps to comply
with all written directions or instructlons
which the Contracting Officer may prezeribe
as reasonably necessary for the protection of
the industrial facilities.

(b) The Contractor reprecents that it s
not including and agrees that it will not
hereafter include in any price to the Gov-
ernment, any charge or reserve for insur-
ance (including self-fnsurance funds or re-
serves) covering less or destruction of or
damage to the facilities provided hercunder
caused by any excepted peril.

(c) Upon the happening of lozs or de-
struction of or damage to any Government-
provided property cauced by an exccpted
perll, the Contractor shall notify the Con-
tracting Office thereof, and chall commu-
nicate with the Loss and Salvage Organlzas
tion, if any, now or hereafter designated by
the Contracting Ofilce, and with the acsist-
ance of the Lo:s and Ealvage Organization £o
deslgnated (unless the Contracting Ofilcer
has directed that no such organization he
employed), shall take all reasonable steps to
protect the Government-provided property
from further damage, separate the damaged
and undamaged Government-provided prop-
erty, put all the Government-provided prop-
erty in the best possible order, and furnich
to the Contracting Officer a statement of:
(A) the lost, destroyed and domaged Gov-
ernment-provided property, (B) the time
,and origin of the loss, destruction or damage,
(C) all known interests in comminpled prop-
erty of which the Government-provided
property is a part, and (D) the fnsurance, if
any, coverlng any part of or Interest In such
commingled property. The Contractor chall
be reimbursed for the expenditures made
by it in performing its obligations under
this subparagraph (c¢) (including charges
made to the Contractor by the Locs and Sal-
vage Organization, except any of guch
charges the payment of which the Govern-
ment has, at its option, assumed directly),
to the estent approved by the Contracting
Officer and cet forth In o Supplemental
Agreement.

(d) In the event the Contractor Is reims
bursed or compensated for any 1623 or de-
struction of or damage to the facllities pro-
vided herein caused by an excepted peril, it
shall equitably reimburse the Government.
‘The Contractor shall do nothing to prejudlice
the Government's rights to recover sgainst
third parties for any such loss, destruction or
damage and, upon the request of the Con-
tracting Officer, chnll at the Government's
expense, furnish to the Government all rea-
sonable aclstance and cooperation (includ-
Ing the prosecution of sult and the execution
of instruments of acsignment In faver of the
Government) in obtaining recovery.
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(15) Responsibility for damages as seb
forth below:

Responstbility for dameges. (a) The Con-
tractor chall hold the Government harmlezs
against clatms for injury to persons or dam-
age to property of the Centractor or others
arlcing from the Contractor’s possesslon or
uce of tho facllities provided hereunder, ex-
cept when there Is In effect one or more con-
trocts with Contractor for supplies or cerve
ices which require the uce of cuch facilities.

(b) If this confract calls for labor to ke
performed, the costs of which are reimburs-
able hereunder, Contractor shall carry work-
men’s compensation and public lizbility in-
gurance and, to the extent applicable, auto-
mgobile Hablllty nsurance tozether with such
other insurance, (exclusive of Insumince
which 15 otherwlce prohibited hereundzr) as
the Countracting Ofilcer may dlrect.

(¢) The Government chall not be llable to
the Contractor for damares or loss of profits
by reacon of non-dellvery or of eny delay in
the dellvery of any or all of the factlities to
be provided by the Government hereunder.

(16) Government bills of lading as set
{forth below-

Government Yills of lading. Al chipments
of the facilities provided hereunder, title
to which 13 vested in the Government, shall,
subfect to the approval of the Contracting
Officer, be made onr Govelnment bills of lad-
ing and the Contractor shall make appli-
cation therefor on AMC Form No. €3A to
the Officer in Charge, Alr Matériel Command
Field Trafic Ofilce, cerving the Afr Force
Procurement District having administrative
responsibliity for this contract.

(17) Subcontracts as set forth below-

Subcontracts. The Contractor shall give
advanca notiflcation to the Contracting
Officer of.any propoced subcontract or pur-
choce order hereunder which i3 either (i)
on other than a straight fized-price single
payment basis, or (i1) on a fixed-price basis
exceeding in dollar amount elther 825,000 or
5§ per centum of the total estimated cost of
this contract whichever is lezs; and each
such subcontract or purchace order shall
require the written approval of the Cone
tracting Ofiicer.

(18) Maintenance as sef forth belows:

2eintenance, Except to the extent of any
loz3 or destruction of or damage to the fa-
ciitles provided hereunder for which the
Contractor 15 relleved of Habllity under the
provisions of the clauce hereof entitled *
bility for Government-Ovwned Property” and
except for reaconable wear and tear or depre-
clation, the facilitles shall be returned by
the Contractor to the Government, or delive
ered by the Contractor to any designee of the
Government (at the time elsewhere in thiz
contract provided) in as good condition o3
when received or restored by the Contractor
in connection with this contract. The Cone
tractor chall also maintain a program ap-
proved by the Contracting Oficer for the
proper maintenance, repafr, protection, and
precervation thereof in accordance with
gound Industrial practice, including normal
parts replacements and, with respect to ma-
chinery and equipment, necessary rebuilding
and rehabilitation. The maintenance of any
motor vehicles provided under this contract
chall be In accordance with standards pre-
ceribed by the Alr Force as directed by the
Contracting Oflcer. As eocon a3 practicable
after the execution of this contract the Con-
tractor chall gubmit to the Contracting
Ofilcer for-approval a detalled statement of
the malntenance program proposed to be
maintained under the requirements of this
clauce. Upon approval thereof by the Con«
tracting Officer such program shall not be
relaxed or deviated from without the prior
approval of the Contracting Oficer,
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(19> Termination as set forth below*

Termination. (a) This contract may be
terminated by the Government ms fo all or
any of the facilities provided hereunder (1)
whenever the Contracting Officer .shall deter-
mine that the facllities to be so terminated
are not necessary for the performance of
Government contracts in the performance of
which the use of such facilities has been
authorized, (i) whenever the Commanding
General, Alr Matériel Command, or his duly
authorized agent, has requested priority with
respect to the manufacture or furnishing -of
any products with facllitles to be provided
hereunder and the Contractor has failed or
refused to give such priority, (ili) whenever
a receiver or trustee has been appointed for
the Contractor or its property, or the .Con-
tractor has made assignment for the benefit
of creditors, or the Contractor has become
ingolvent, or a petition has been filed by or
ngainst the Contractor pursuant to any of
the provisions of the United States Bank-
ruptcy Act, ®s amended, for the purpose of
adjudicating- the Contractor a bankrupt or
for a reorganization of the Contractor or for
the purpose of effecting & composition or a
reartangement with the Contractor’s credi-
tors and such petition filed against the Con-
tractor was not dismissed within sizty (60)
days, {iv) whenever there has been a viola-
tion of the'terms, conditions or covenants of
this contract or-extension thereof by the
Contractor and the Contractor failed to cure
such violations within thirty (30) days from
the date of notice thereof by the Government
to the Contractor, or (v) upon not less than
sixty days’ notice to the Contractor for any
other reason. Such termination shall be
eftected by dellvery to the Contractor of a
Notice of Termination specifying the extent
to which the contract is to be terminated
and the reason therefor if under (1), (i1),
(1it), or (iv) hereof, and shall be efective
upon the dates specified therein.

(b) This contract may be terminated by
the Contractor at any time, upon not less
than sixty days’ notlce to the Government,
as to all of the facilitles provided hereunder.
Such termination shall be efiected by deliv-
ery by the Contractor to the Contracting
Officer of & Notice of Termination speclfy-
ing the date on which such termination
shall become effective. "Contractor may also
by agreement with the Contracting Officer
effect a partial termination of this contract
with respect to a substantial portion of such
facllities. Termination at the optlon of the
Contractor shall not relieve the Contracfor of
any of its obligations or ligbilities under any
supply or service contract affected thereby.

(c) Upon total or partisl termination of
this contrdct, the Contractor shdll, subject
to the provislons of the clause hereof en-
titled “Disposition of Facilities” sigrender
to the Government possesslon of any Iacili-
ties affected thereby.

(d) In the event any facliitles are to be
purchased or constructed hereunder by the
Contractor In hehalt of the Government,
upon termination hereunder by the Govern-
ment of any such purchased or constructed
facilities prior to the completion thereof,
the Contracting Officer shall, subject to the
provision of the clause hereof entitled *Dis-
position of Facllities” by ‘written order, ex-
ercise one of the following optiens with re-
spect to any such terminated item or items
of facllities.

(1) If the Contractor has made no‘binding
commitment and incurred no expense there-
for of a kind reimbursable hereunder as an
actual cost, the Contracting Officer may
eliminate the item from this contract and
the Government shall be relieved of any
1liability therefor.

(2) If the Contractor has made a binding
commitment and incurred expense therefor
of a kind relmbursable hersunder as an ac-
tual cost, the Contracting Officer may direct
the Contractor to stop all further work and

~
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the making of =all further commitments
thereon and eliminate the item from this
contract. In that event the Contractor and
the Contracting Officer will.attempt to agree
on an amount that will reasonably compen=-
sate the Contractor for the actual cost in-
curred by him .with regard to such elimi-
nated item. If no such agreement Is reached
within thirty (30) days -after the date of
elimination {or within such longer period
as may at any time be mutually agreed
upon), the Contractor will be pald an
amount, if any, which together with all
sums previously paid by the Government on
account of the item, shall be sufficlent to
reimburse the Contractor for expenses pald
and the settlement of any obligation in-
curred by the Contractor thereon. In lieu
of relmbursing the Contractor for the set«
tlement of such obligations, the Government,
in the discretion of the Contracting Officer,
‘may assume such obligations or any of them.
In no event shall the aggregate of relm-
bursement on account of the item (and of
all payments previously made) together with
the amount of any obligations assumed, ex-
ceed the actual costs, as herein defined, ex-
pended .or incurred thereon up to the time
of such elimination. The Contracting - Officer
may permit the Contractor to sell or retain
at prices or on terms agreed to by the Gov-
ernment any materials, supplies, or work in
process and the proceeds of such sale, or such
agreed prices, shall be paid or credited to the
-Government in such mmanner as the Con-
tracting Officer may .direct. Tpon payment
o the Contractor pursuant fo this subpara-
graph 2, title to all materials, supplies, work
in process. and other -things for which pay-
ment is made {except such property as may
be sold or retained as above provided) will
west-in the Government (if title thereto has
1ot already vested in the Government). The
Government will also become entitled to any
rights under any commitment which it may
assume, or for the settlement of which it
shall have reimbursed the Contractor.

(20) Disposition of facilities as seb
forth below-

Disposition of facilities. Within thirty
days after the effective date of a total or
partial termination of this contract the
Contractor shall account for all facilities
with Tespect to which the Contract is ter-
minated., Within ninety (90) days after the
Contractor accounts for such facilities the
Contracting Officer shall notify the Con-
tractor as-to the disposition of such facili-
ties and the Contractor shall, as directed by
the Contracting Officer, prepare, protect, re-
move, or ship such facilities. Confractor
shall be equitably reimbursed for expenses
s0 Incurred by an appropriate contractual
instrument. If the Contracting Officer faills
to mnotify the Contractor as to disposition
of the facllities within the ninety (90) day
period, hereln provided, the Contractor may,
‘upon reasonable notice to the Government,
remove and store elsewhere at Government
risk and expense any of the terminated fa-
cilities which may be located within +the
plant of the Contractor. The Government
shall have a corresponding right, nupon rea-
sonable notice, to remove and place in stor-
age for the account. of the Contractor any
property, title to which is not in the Gov-
ernment which has not been removed frbm
any Government-owned plant or bullding
provided hereunder at the time of the sur-
rendering of possession thereof.

(21) Continuing plant clearance as set
forth below*

Continwing plant clearance. (a) Contract-
or shall notify the Contracting Officer when-
ever it is determined that any property pro-
vided hereunder is excess to the require-
ments of the using Government contracts or
is worn out, obsolete, damaged or otherwise
unserviceable (whether or not under cir-

cumstances rendering the Contractor liable
therefor). Subsequent to receipt oft suoh
notice the parties hereto may by mutual
agreement effect the disposition of such prop«
erty without direct relmbursemont by the
Government for disposition costs (other than
transportation costs from the plant wherein
sald items ard located or tho polint nearest
thereto that rall carrier servico is avallable).
In the event the parties are unable t0 agréo
upon .such no-cost disposition the Contraoct«
ing Officer may eflect a partial termination
of the contract with respect to such {tem,
may effect other disposition thereof or may
elect not to dispose of the {tems at that
time.

{b) The Government may but is not obl-
gated to replace any items disposed of pure
suant fo the provisions of paragraph (a)
hereof. '

(c) With the approval of the Contraoting
‘Officer, the Contractor may purchase any un«
serviceable property including scrap to bo
disposed of pursuant to the torms of this
clause upon such terms and conditions as
the Contracting -Officer may approve. Py«
ments due for any such purchases shall bof
applied in reduction of ‘any paymonts to bo
made by the Government to the Contractor
under this contract, or shall be paid in such
gtl?ertmanner as tho Contracting Officer may

ect.

(22) Reservation of richts a5 set forth
below*

Reservation of rights, Thoe falluro of tho
Government to insist in any one or moro in«
stances upon the performance of any of the
terms, covenants or conditions of this agroo«
ment shall not bo-construed as & watver or @
relinquishment of ‘the future performanco of
any such term, covenant or condition, but
contiractor’s obligation with rospect to such
future performance shall continue in full
force and effect.

(23) Davis-Bacon and Copeland Acts
as set forth in §§ 411.405-1 and 411.504-1
of this title.

124) Definitions as set forth in § 406~
103-1 of this title.

(25) Assignment of claims as set forth
in § 406.103-8 of this title.

(26) Disputes as set forth in § 406~
103-12 of this title.

(27) Notice and assistance as set forth
in §408.102 of this title.

(28) Buy American Act as set forth in
§ 406.103-14 of this title.

(29) Conviet labor as set forth in
§ 411.203 of this title.

(30) Eight-Hour Law as set forth in
§ 411.303 of this title.

(31) Walsh-Healey Public .Contract
Act as set forth in § 411,604 of this titlo,

(32) Nondiscriminafion in employ-
1t111§n‘t as set forth in §411.803 of thig

e.

(33) Officials not to benefit as set forth
in § 406.103-19 of this title,

(34) Covenant against contingent feey
as set forth in § 406.103-20 of this title,

(35) Patent indemnification of Gov=
ernment by contractor as set forth in
§ 408.105 of this title.

(36) Reporting of royalties as set forth
in § 408.103 of this title,

(37) Notice to Government of labor
gljaputes asset forth in § 406.105-3 of this

e,

(38) The contract clauses as sot forth
in §406.104 of this title (not otherwiso
mentioned in this part) and Part 408 of
this title will be used in accordance witi
instructions contained in said section
and part. The clauses set forth in
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§§ 406.105-5, 406.105-7 and 408.106 of
this title will be used where necessary or
desirable to cover the subject matter
contained 1 such clauses.

(39) Gratuities as set forth in § 406.-
104-16 of this title.

(40) Exammation of records as seb
forth 1n § 406.104-15 of this title.

(41) Ceéiling prices as set forth
§ 406:103-22 of this title.

(42) Approval as set forth in § 406.-
105-2 of this title will be used mm ac-
cordance with instructions contamed m
subparagraph (2) of § 1006.102 (b)

(43) Alterations as set forth in
§ 406.105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of § 1006.102 (b)

SUBPART J—LETTER CONTRACTS

§ 1006.1001 Scope of subpart. This
subpart sets forth the authorized and
regqured clauses for use in letter con-
tracts.

§1006.1002 Contract clauses for let-
ter coniracts contemplaling fixed-price
definitive contracts. (a) All letter
contracts 1ssued which contemplate 1s-
suance of a fixed-price contract will
consist of the followmg clauses in the
following sequence:

(1) “An order 1s hereby placed with
you for the furmishing to the Govern-
ment of the supplies or services set forth
in Exhibit ‘A” attached hereto and here-
by made a part hereof.”

(2) “Except as otherwise expressly pro-
vided herein, you are directed, upon your
acceptance of this order, to proceed im-
mediately to procure the necessary ma-
tenals, and to commence the manufac-
ture of the supplies or performance of
the services called for heremn, and to
pursue such work with all dilisence to
the end that the supplies may be deliv-
ered or services performed at the earliest
practicable dafe.”

(3) “All applicable clauses (other than
any fermination elause) now required
by Federal Law, Executive Order, or ap-
plicable Procuremenf Regulations to be
mcluded in contracts for supplies or serv-
1ces of the kind herein described are in-
corporated hereby by reference.”

(4) “By your acceptance hereof, you
undertake without delay to enter into
negotiations with the Department of the
Air Force looking to the execution of a
definitive contract which will include all
applicable clauses then required by Fed-
‘eral Law, Executive Order and applicable
Procurement Regulations to be mcluded
m contracts for supplies or services of
the kind heremn described. The defim-
tive contract will also contain a detailed
delivery schedule and prices, terms and
condifions as agreed to by the parties
which may or may noft be at vaniance
with the provisions of this order. It is
expected that such -definitive contract
will be placed with you prior to ——____."

(5) “¥You are not authorized to expend
or obligate, in furtherance of your per-
formance hereunder, more than $-cc——
—w——0-- 1n the aggregate. Pending the
execution of a definitive contract, each
expenditure, order, subcontract or com-
mitment made by you in furtherance of
your performance hereunder, if for an
amount that shall exceed either five per
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centum of the amount last above stated
or $25,000.00, whichever Is less, for tools,
dies, jigs, es, materials, supplies,
parts, equipment, engineering assistance
or reproduction or other licence rithts
will be subject to written approval of the
Contracting Officer. No contract, re-
gardless of the amount thereof, shall be
made by you with any other party for
furnishing any of the completed or sub-
stantially completed articles, spare parts
or work herein called for, without the
written approval of the Contracting Of-
ficer as to sources.

(6) Government property as set forth
below*

Gorvernment property. It I1s anticlpated
that the definitive contract referred to in
paragraph 4 hereof, will contain the pro-
visions of paragraph 13-502 of The Armed
Services Procurement Regulation. The pro-
visions of sald paragraph shan alro be appli-
cable to this letter contract except that ref-
erences therein to adjustments in pricing and
dellvery schedule shall he inapplicable and,
in lieu thereof, any adfustments in amounts
finally payable to the Contractor cr timeo of
performance required by the terms of cuch
clause shall be made either at the time of
settlement of Contractor's termination cintm,
or taken into account at the time of cxecu-
tion of the definitive contract contemplated
hereby.

Norz: Provisions of the reference “para-
graph 13-502 of the Armed Services Procure-
ment Regulation” in a foregolng clauce are
contained in §412.502 of this title.

(7) Progress payments as set forth
helovwr:

Progress payments. After your accept-
ance hereof, this contract may be amended
to include provision for progress paymeont,
and thereafter progress payments, in og-
cordance with regulations from time to time
applicable, may bz made to you upon your
application to the Contracting Officer, Head-
quarters, Air lMatériel Command.

(8) Termination as set forth below:

Termination. (a) In case o definftive con-
tract is not executed by the date cpeelfied in
paragraph 4 hereof (or any subscguent date
at any time mutually agreed upsn) becauss
of the inability of the parties to cgree upon
a definitive contract, this order will termi-
nate automatically on the ctated date or
such subseguent date, os the cace may bs,
and a Notice of Termination, cfective on
the date of automatic termination, chall be
delivered to you.

(b) The performance of worlt under this
order may be terminanted by the Government
in accordance with this clause in whole, or
from time to time frx part, whenever the Con-
tracting Officer shall determine that cuch
termination is In the best interests of the
Government. Any such terminaticn chall ka
effected by delivery to you of o Notico of
Termination specifying the extent to which
performance of work under this crder is
terminated, and the date upon which cuch
termination becomes effective.

(c) After receipt of o Notice of Termina-
tlon, and except ns otherwice directed by ths
Contracting Ofiicer, you chall (1) ctop work
under this order on the date and to the ex-
tent specified in the Notice of Termination;
(2) place no further crders or sukcontrocts
for materlals, services or factlitles except as
may be necessary for completion of guch
portion of the work under this order os is
not.terminated; (3) terminate all crders and
subcontracts to the extent thag they relate
to the performnnce of work terminated by
the Notice of Termination; (4) accign to the
Government, in the manner, at the times,
and to the extent dirccted by the Contract=
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ing Cldcer, all of the right, title angd intorest
of the Controctsr under the czdars o sub-
contracts co torminated; (5) cottlz ol cut-
ctanding Uoblitties and all clatms arlcing cut
of such torminotion of oxders and cubzon-
trocts with the cpproval or ratifizotion of
the Contracting Oficer to the extent b= moy
require which approval or ratificationx choll
bz final for all purpszes of this clause; {6)
transfer title and deltver to the Government,
in the manner, at the tim2s and to the extent
if any. directed by the Controcting Oficer,
deliver to the Governmont (3) the fobricated
or unfabricatead parts, work in process, com-
pleted worlk, cupplles, and cother maotericl
proeduced as a part of, or acquired in respect
of the performance of, the work terminated
by the Notlee of Termination, (i) th= com-
pleted or partinlly completed plans, draw-
ings, Information and cther property whick,
if this order hod been completed, wiould be
required to be furniched to the Govern-
ment; (7) uoe your bect eforts to =21k in the
maonner, ot the times, to the extent, and ct
the price or prices dkected or authorized by
the Contracting Offlcer, any property of the
types refczred to In provision (6) of this
paragraph, provided, however, that the Con-
troctor (1) chall not be required to extend
credit to any purchacer, and () may ac-
quire any such property under the condi-
tlons preceribed by and at a pzlce or prices
approved by the Contracting Officer; and,
provided further, that the pm ceds of any
such transter or dispesition shall be applizd
in reduction of any poyment: to ke made
by the Government to the Contractor und=r
this erder or chall athertize ba eredited to
the price or cost of work covercd by this
crder or pald In such cther manner a3 the
Contracting Officer may direct; (3) complete
porformance of such part of the wark o3
chall naot kave heen terminated by the Notice
of Termination: and (8) take such action
23 may be nececcary or as the Controcting
Officer may direct, for the protection and
precervation of the proporty related to this
order which 1s in the pozcecsion of the Con-
tractor and in which the Government hzs
cr may cequire ax interest, At any tim2ofter
explration ¢f the plant clearance peried, o3
defined in Scetion VIIX, Arnmed Services Pro-
curcroent Regulation, o3 it may be amended
from time to time, the Contractor may suk-
mit to the Contracting Odlcer a Ust, certified
o3 to quontity and quallty, of any or all
items of tormipation inventory not pre-
viowly dispczed of, exclusive of items the
disposition of which has been directed oz
authoriczd by the Contracting Officer, and
may request the Government to remove such
items or enter into o agreemsnt cov-
ering them. 1ot later than fifteen (15} days
thereafter, the Government will accept tifle
to such items and remove them or enter
into o storage cgrecment covering tha same;
provided that tke lst submitted shall ke
cubjeet to verification by the Contracting
Officer upon removal of the tems, or if the
{tems are stored, within forty-five (45) days
from the date of submicsion of the Hst, and
any nececcary adjustment to correct the Hst
23 gubmitted shall be made prior to final
cettlement.

(d} After recelpt of o Notice of Terminc-
tion the Contrastor chall submif to tha Cone
trecting Oficer its termination claim in the
form and with the cartification prezcribed
by th2 Contracting Odlcer. Such claim
chall ba scubmitted promptly but in no event
Iater than twvo years from the effective date
of termination, unlezs one or more ext
clong In writing are granted by the
Controcting Ofcer upon request of the Con-
tractor made Ir writing within such two-
year pericd or authorized extenslon thereof,
However, if the Contracting Ofcer deter-
mines that the facts justify such action, he
may recelve and act upon any- such termi-
nation clalm at any time after such two-
year perlod or any extension thereof. Upon
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failure of the Contractor to submit a termi-
nation claim within the time- allowed, the
Contracting Officer may determine, on the
basis of information available to him, the
amount, if any, due the Contractor by rea-
son of the termination, and shall thereupon
pay to the Contractor the amount so deter-
mined.

(e) Subject to the provision of paragraph
(d) hereof, the Contractor and the Contract-
ing Officer may agree upon the whole or any
part of the amount or amounts to be paid
to the Contractor by reason of the total or
partial termination of work pursuant to this
clause. In the event of any termination
pursuant to paragraph (a) hereof, such
amount or amounts shall not include any
allowance for profit or fee. In the event of
any termination pursuant to paragraph (b)
hereof, such amount or amounts may in-
clude a reasonable allowance for profit or
fee, but only on work actually done in con-
nection with the terminated portion of this
order. Any such amount shall not exceed
the amount set forth in paragraph 5 hereof.
Any such agreement shall be embodied in
an amendment to this order and the Con-
tractor shall be paid the agreed amount.

(£) If the Contractor and the Contracting
Officer are not able to agree in whole or in
part, as provided in -paragraph (e) hereof,
as to the amount or amounts to be paid to
the Contractor in connection with the term-

ination of work pursuant to this clause, the.

Government, but without duplication of any
amounts agreed upon in accordance with
the above-cited paragraph (e), shall pay to
the Contractor an amount-determined in
accordance with the applicable cost princi-
ples of the Armed Services. Procurement Reg-
ulation. In the event of the termination of
this order pursuant to paragraph (a) hereof,
no allowance for fee or profit shall be in-
cluded in the amount to be paid the Con-
tractor.

(g) The Contractor shall have the right of
appesl, under the clause entitled “Disputes,”
incorporated in this order by reference, from
any determination made by the Contracting
Officer under paragraph (d) or (f) above
(including any dispute as to whether term-
ination has in fact taken place pursuant to
paragraph (a) hereof), except-that if the
Contractor has falled to submit a claim
within the time provided in paragraph (d)
hereof and has failed to request extension
of such time, the Contractor shall have no
such right of appeal. In any case where the
Contracting Officer has made 8 determina-
tion of the amount due under paragraph
(d) or (f) above, the Government shall pay
to the Contractor the following: (i) if there
is no right of appeal- hereunder or if no
timely appeal has been taken, the amount so
determined by the Contracting Officer, or
(i1) if an appeal has been taken, the amount
finally determined on such appeal.

(h) In arriving at the amount due to the
Contractor under this clause there shall be
deducted (1) all unliquidated advance or
other unliquidated payments theretofore
made to the Contractor, (2) any clalm which
the Government may have against the Con-
tractor in connection with this contract, and
(3) the agreed price for, or the proceeds of
sale of, any materials, supplies or other
things acquired by the Contractor or sold
pursuant to the provisions of this clause and
not otherwise recovered by or credited to the
Government.

(1) The Government msay from time to
time, under such terms and conditions as 1t
may prescribe, make partial payments and
payments on account against costs incurred
by the Contractor in connection with the
terminated portion of the contract whenever
in the opinfon of the Contracting Officer the
aggregate of such payments shall be within
the amount to which the Contractor will be
entitled hereunder. If the total of such
payments is in excess of the amount finally
agreed or determined to be under this clause,

RULES AND REGULATIONS

such excess shall be payable by-the Contrace
tor to the Government upon demand, to«
gether with interest computed at the rate of
6 percent per annum, for the perlod from
the date such excess payment'is recelved by
the Contractor to the date on which such
excess is repaid to the Government; provided,
however, that no interest shall be charged
with respect to any such excess payment at-
tributed to a reduction in the Contractor’s
claim by reason of retention or other dispo-
sition of termination inventory until ten days
after the date of such retention or dispo-
sition.

(j) Unless otherwise provided in this con-
tract or by applicable statute, the Contrac-
tor, from the effective date of termination
and for a period of five years after final set-
tlement under this order, shall preserve and
make available to the Government, at all rea-
sonable times at the office of the Contractor
without direct charge to the Government, all
books, records, documents, and other evi-
dence bearing on the cost and expenses un-
der this order and relating to the work termi-
nated, or, to the extent approved by the
Contracting Officer, photograpbs, micro-
photographs, or other authentic reproduc-
tions thereof.

Note: Provislons of the reference “Section
VIII, Armed Services Procurement Regula-
tion” in. a foregoing clause are contained in
Part 407 of this title.

(9) “The Contractor’s acceptance of
this order will be indicated by affixing
the Contractor’s signature to this letter
and two copies thereof and refurning the
executed original and the copy thereof
stamped “Official Copy"” to the Confract-
ing Officer hot later than ________.___.
Such, acceptance will constitute this or-

-der a contract on the terms set forth

herein.” -~

(10) “Inspection. 'The Contractor
shall provide an acceptable .and com-
plete system covering the inspection of
all materials, fabrication methods and
finished parts. This system shall be ap-
proved by the Government representa=
tive who shall be assigned at the Con-
tractor’s plant.”

(11) The provisions of the contract
clauses set forth in the following para-
graphs of the Armed Services Procure-
ment Regulation are hereby incorpofated
into this letter contract by reference:

Nore: Insert. appropriate paragraphs of
part 408 of this title.

(12) Assignment of claims as set forth
in § 406.103-8 of this title.

§1006.1003. Contract clausesfor letter
contracts contemplating CPEF definitive
contracts. (a) All letter contracts issued
which contemplate issuance of a cost-
plus-a-fixed-fee -contract will consist of
the followang clauses m the following
sequence:

(1) Provisions as set forth in subpara-
graph (1) of § 1006.1002 (a)

(2) Provisions as set forth in subpara-
graph (2) of § 1006.1002 (a)

(3) Provisions as set forth in subpara«
graph (3) of § 1006-1002 (a)

(4) Provisions as set forth in subpara-
graph (4) of § 1006.1002 (a)

(5) #You are not authorized to expend
or obligate, in furtherance of your per-
formance hereunder, morethan $_______
m the aggregate. Pénding the execu-
tion of a definitive contract the Con-
tractor shall give advance notification to
the Contracting Officer of any proposed
subcontract or purchase order hereunder

which is either (a) on a cost-plus-fixed-
fee basis or (b) on a fixed-price basis
exceeding in dollar amount elther $25,«
000 or five per centum of the amount au«
thorized to be expended hereunder,
Pending the execution of & definitive con-
tract, each expenditure, order, subton«
ftract or commitment made by you in
furtherance of your performance here-
under, if for an amount that shall exceed
the lesser of the amounts specified in
(b) above, for tools, dies, jigs, fixtures,
materials, supplies, parts, equipment, en-
gineering assistance or reproduction or
other license rights will be subject to
written approval of the Contracting Of-
ficer. No contract, regardless of tho
amount thereof, shall be made by you
with any other party for furnishing any
of the completed or substantinlly coms=
pleted articles, spare parts or work here«
in called for, without the written ap-
proval of the Confracting Officer as to
sources.”

(6) Government property as set forth
below*

Government property. It 1z antlolpated
that the definitive contract roferred to In
paragraph 4 hereof, will contain the provis
slons of paragraph 18-603 of The Armed
Services Procurement Regulation. ‘Tho pras
visions of sald paragraph shall also be ap«
plicable to this lotter contract excopt that
references therein to adjustments in pric.
ing and delfvery scheduloe shall be inappli«
cable and, in lfeu thereof, any adjustmonts
in amounts finally payable to tho Contrage
tor or time of performance required by tho
terms of such clause shall bo mado oithor at
the time of settlement of Contractor's tormf«
nation claim, or taken into account at tho
time of execution of the definitive contraot
contemplated hereby,

Note: Provisions of the referenco “parse
graph 13-503 of the Armed Sorvices Prow
curement Regulation” in the forogoing
clause are confained in § 412.603 of thin title.

(T) Progress payments as set forth in
subparagraph (7) of § 1006.1002 (a)

(8) Termination as set forth in sube
paragraph (8) of § 1006.1002 ()

(9) Provisions as set forth in subparne
graph (9) of § 1006.1002 (a)

(10) Provisions as set forth in sube
paragraph (10) of § 1006.1002 (a)

(11) Provisions as set forth in sube
paragraph (11) of § 1006.1002 (a)

(12) Provislons as set forth -in sube
paragraph (12) of § 1006.1002 (a)

SUBPART K~—COST REIMBURSEMENT
CONTRACTS

§1006.1101 Scope of subpart., This
subpart sets forth the required and au-
thorized clauses for use in cost relm«
bursement contracts, where no fee or
profit is involved, for research and dovel-
opment with educational or other non-
profit institutions.

§1006.1102 Contract clauses, (a) Al
cost reimbursement contracts entered
into with educational and other non-
profit institutions for research and do-
velopment will consist of the following
clauses in the following sequence:

(1> Definitions as set forth
§ 406.103-1 of this title.

(2) Inspection as set forth below:

“Inspection. ‘The Contracting Officor or any
Government personnel designated by him
mey inspect the work horoundoer at all rone
sonable times,

iin



Thursday, August 13, 1953

(3) Remmbursement for costs as seb
forth below-

Reimbursement for costs. (a) The Gov-
ernment will reimbtirse the Contractor on
submussion of public vouchers for its costs
and expenses reasonably incurred in the per-
formance of its undertakings hereunder i
an amount specified in the Schedule. Such
vouchers shall ke approved or ratified by the
Contracting Officer and shall be supported by
such evidence of payment as may be re-
quired by the Contracting Ofiicer. The Con-
tractor may submit vouchers at monthly
intervals, for costs incurred and not previ-~
ously remmbursed. The Contracting Oficer
may withhold all or any part of the final re-
imbursement payment until receipt of the
final report, the property accounting and
the patent disclosure and designation re-
quired hereunder. All vouchers submitted

.shall indicate, with respect to each class of’
items listed by the Contractor thereon, the
particular subparagraph of paragraph (b)
below under which reimbursement is claimed
and shall be itemized and supported by ap~
propriate substantiating documents as re-
qured by the Contracting Officer.

{b) For the purpose of determining the
amounts payable to the Contractor under
this contract, allowable items of cost will be
determined by the Contracting Officer in ac-
cordance. withh Part 3 of Section XV of the
Armed Services Procurement Regulation, it
being understood and agreed without Hmit-
ing the generality of the foregoing that the
folloming shall be considered as allowable
items of cost hereunder when incurred or
paid by the Contractor and when necessary
and required and used for the performance
of the work hereunder:

(1) Salaries and wages. Expenditures by

the Contractor for the salaries and wages of
its personnel and borrowed personnel directly
engaged in the performance of the work here-
under and-properly allocable thereto includ-
ing salarles and wages for vacation and sick
leave pay of its personnel pursuant to the
established practice of the Contractor, plus
Federal and State Soclal Security tazes and
paid by Contractor thereon and properly
alloecable. to such salaries and wages: Pro-
vided, however, That the premium portion of
overtime wage payments shall be an allow-
able item of cost hereunder only if and to
the extent that the overtime work for which
such payments are made shall have been
expressly authorized in writing by the
Contracting Officer.
* (2 IMaterwls and services. Expenditures
by the Contractor for such materials, sup-
plies, apparatus, tooling, equipment and
other articles (including processing and test-
ing thereof by others and rental of apparatus
and equipment from others, properly
allocable to performance of the work here-
under, and for the services of others not
reimbursed under subparagraph (1), as are
necessary for performance of its undertak-
-ings hereunder.

(3) Communication and, shipping. Ex-
penditures by the Contractor necessary for
performance of its undertakings hereunder
for long distance telephone calls, telegrams,
cablegrams, radiograms, postage, freight, ex-
press, and.-drayage.

(4) Travel. Expenditures by the Con-
tractor for the transportation of the persons
directly engaged in the performance of the
work hereunder, and such reasonable actual
subsistence expenses in an amount not ex-
ceeding $10.00 per person. per day, of such
persons incurred during periods of travel or,
at the Contractor’s option, an allowance, in
lieu of actual subsistence expenses of such
persons, not exceeding (1) $8.00 per person
for each calendar day or froction thereof
during the period of travel within the conti-
nental imits of the United States, and (ii) an
amount to be agreed upon between the Con-
tractor and the Contracting Officer per person
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for each calendar day or froctien thereof
during the pericd of foreign travel outside
the continental limits of the United Statess
Provided, That all such foreign trovel chall
be limited to percons directly engoged in tho
performance of the work hercundcr and chalt
be authorized cr approved In writing by the
Contracting Oficer: Provided furtizcr, Thot
expenses for transportation hereunder by mo-
tor vehicle other than common carrier or
rented automobile shall he reimburced on an
actual cost basls, or, at the Contractor’s cp-
tion, on g mileage basls at a rate not exceed-
ing seven (7) cents per mfle per vehicle, in
Heu of the actual expences of such tranopor-
tation.

(5) Subcontracts. Expenditures by the
Contractor reprecenting payments to sutcon-
tractors performing any rececarch or doselop-
ment hereunder.

(6) Gorernment-octoncd or rented cquip-
ment. Espenditures by the Contractor hicre-
under for protection and moaintenanee ef
Government-owned or of rented cquipment.

('7) Rearrangement or relocaticn. Lruen-
ditures by the Contractor for rearrangements
or relocation of facilities cr plant sites or
for restoring such facliities cr plant sites to
substantlally the same condition as prior to
such rearrangement or relecation: Provided,
howerer, That in the event the Controctezr
elects to retain the benefit of such rearrange-
ment or relocaticn the Contracter chall re-
turn to or credit the Government with the
portion of the relmburcement by the Govern-
ment for its expenditure therefor detcrmined
by negotlation between the Contractor and
the Controcting Ofiicer to be falr and proper.

(g) Either of the following clauces may ka
used:

Overhead. Such amounts reprecenting
Contractor's overhead. costs as are cqual to

‘the percentage set forth in the Echedule of

the amiounts expended for actual ana direct
salaries and wages of perconnel (but exclu-
sive of premium pald for cvertlme hours
worked by direct labor and exclusive of Fed-
eral and State Soclal Security taxes) cllowed
as items of cost under this clauce, 1t having
beern-determined by the Contrecting Oflcer
that, for the purpose of this contract the
foregoing computation 15 reaconable and that
amount so computed cccurately reflect tho
overhead ccst properly allceable to woris por-
formed under this contract; provided, how-
ever, that such overhead percentsze may be
redetermined os soon a3 practicable after the
end of the Contractor's ficcal year and o3
soon as practicable at the end ¢f each guch
fiscal year thereafter. Such revislon of over-
head percentages chall he applicable to the
period of performance of the contract during
the fiscal year In which such redetermination
1s made or such pericd o5 the parties hereto
may agree upon. Such rates sholl be mu-
tually ngreeable to the partles hercto and
shall be evidenced by o cupplemecntal ogree-
ment to this contract. Any dicputes which
may arice hercunder chall ke rubfect to tho
“Disputes” clause of this controct.

Orerhead. Suckr amounts reprecenting
Contractor's overkead cests o3 are equal to
the percentage cet forth in the Echedule of
the amounts expendead for actual ond dircct
salaries and wages. of pcrconnel (bub exsiv-
sive of premium poy for overtime howg
worked by direct labor and exclucive of Fed-
eral and State Scelal Sccurlty tazes) allswed
as items of cost under this clauce, 3¢ havieg
been determined by the Contracting Ofilcer
that, for the purpose of this contract co com-
puted accurately reflect the overkead costs
properly allecable to work perfermed under
this contract.

(c) Contractor shall exercize due diligence
to secure materials and cervices at the mest
advantageous prices avallable, kaviag due
regard to quality.

{d) If reimburcoment for the cost thereof
will be clatmed by the Contractes, the Con-
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troctor chall obtaln the vritten approval of
the Contracting Officer before (i) malking
any bullding alteration at a cost of $330.00
cr more, or (i) entering into any comtract
or {-sulng any purchace order for an cmount
in excecs of £560.00 for acquiring or instoll-
ing, for the purpsze of this contract, capitat
equipment, for rearranging plant facilities or
for doing any construction tork, or (i)
procuring the use of apparatus or equipment
by leaca or other hirlny involving o tofal
ocutlay by the Contractor of §302.00 or mare.
Yor the purpoze of thls paragraph, it Ix
agreed that capltal equipment chall Include,
but not he lmited to, ofice furniture and
fixtures and machine tools and any ather
items which the Contractor moy consider
nenespendable.

(e} As of the date of the execution of this
contract there has been;allotted for it the
sumof . —mw. ‘This sum may be increased
from time to time by the Governm-nt colaly
in it5 diccretion. Upon the maling of any
such Increaze the Confracting Officer shall
notify the Contractor In writing of the
amount of such increass. Notwithstonding
any other provisions of this contract, the
Contractor chall not be bound to take any
action In connection vith the performanca of
this contract that would cauce the amount
for which the Government wiill be oblizated
herounder to cxceed the cum allotted for this
contract, and the obligation of the Con-
tractor to proceed with the performance of
this contract chall be Illmited cccordingly.
If at any time the Contractor has reazon to
belleve that the amount to be expendad by
it In the next succecding thirty (30) days
wshen edded to all previous expenditures, wilk
cxceed ceventy-five percent (75%) of the
cum, allotted for this contract, it shall notify
the Contracting Oficer to that effect, giving
o mnew estlmate of its total expenditures
under this contract co that an appropriate
increace may he made In the sum allotted for
this contract. Anything In this contract to
the contrary notwithstanding, the Govern-
ment choll not be obligated to pay to tha
Caontractor for reimburcement of expendi-
tures or otherwice any amount in excess of
the sum allotted for this contract: Provided,
howerer, That i the Contractor makes any
expenditures for which funds are not al-
Iotted, the Contracting Officer may ratify
cuch expenditures when funds are allotted.

Nozz: Provicions of the reference “Part 3
of Ecetion XV of the Armed Services Pro-
curcment Rezulation” ir a foreZolng clauze
ara contained in Subpart C, Part £14 of this
title.

(4) Asslenment prohibifed as sef forth
below:

Acsignment proltbited. Nelther this cone
troct, nor any interest thereln nor any claim
arlcing horcunder, chall be trancferred, or
acddgred by tke Controctor to any other
percon.

(5) Disputes as st forth in §406.-
103-12 of this title.

(6) Notice and aszistance 25 sct forth
in § 403.102 of this title.

(T) Buy Amernican Act as set ferth
in § 406.103-14 of this title.

(3) Convict Inbor as set; forth in § £411.-
203 of this title.

(3) Elzht-Hour Law as ==t forth in
§ 411.303 of this title.

(10) Walsh-Healey Public Confracts
Act o5 et forth in § 411.6C2 of tins title.

(11) INondiccriminztion in employ-
ment a5 set forth in §411.803 of this
title.

(12) Oficlalsnot {o henefitassebforth
in § 496.103~19 of this title.

(13) Covenantagainst continzent fees
as ceb forth in § 406103-20 of this tifle,
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{14) Términation as set forth below*

Termination. .(a) The performance of
work under this contract may be terminated,
in whole or from time to time in part, by the
Government whenever for apy reason the
Contracting Officer shall determine any.
such termination is in the best.interests of.
the Government., Termination of work here-
under shall be effected by delivery to the
Contractor of a Notice of Termination speci~
fying the extent to which performance of
work under the ‘contract is terminated and
the date upon which such termination be-
comes effective.

(b) After receipt of the Notice of Termina«
tion the Contractor shall exercise all reason=
able diligence to accomplish the cancellation
of its outstanding commitments hereunder
extending beyond t ne date of such termina-
tion to the extent that they relate to the per-
formance of any work terminated by the
notice. The Contractor agrees to (1) assign
to the Government in the manner at the,
time, and to the extent directed by the Con-
racting Officer, ail of the right, title, and
interest of the Contractor under the orders
and subcontracts so terminated; and (2)
transfer title (to the extent that the title has
not already been transferred) and deliver to
the Government, as may be directed by the
Contracting Officery (1) -any property, work
in process, completed work, supplies, and
other material, produced as a part of, ox;‘
acquired in connection with the performance!
of the work terminated by the Notice of
Termination; and (ii) the completed or par-
tially completed plans, drawings, information
and other property which,; if the contract
had been completed, would have been fe-
quired to be furnished;to the Government.

{¢) The Contractor ‘shall .submit its-ter-
mination claim to theé Contracting Officer
promptly, after receipt of a Notice of Ter-
mination, but in no event later than two
years from the effective date thereof, un-
less one or more extensions in writing are
granted by the Contracting Officer upon
written request of the Contractor within
such two-year period or authorized exten-
sion thereof, The Contractor shall submit
its termination.claim in the form and with
certifications prescribed by the Contracting
Officer. Upon failure of the Contractor to
submit a termination claim within the time
allowed the Contracting Officer shall deter-
mine, on the basis of information available
to him, the amount, if any due to the Con-
tractor by reason of the termination.

(d) Subject to the provisions of para-
graph (¢) above, the Contractor and the
Contracting Officer may agree upon the
whole, or any part of the amount or
amounts to be pald to the Contractor by
reason of the termination under this clause,
which amount or amounts may include any
reasonable cancellation charges thereby in-
curred by the Confractor and any reason-
able loss upon outstanding commitments
which 1t is junable to cancel: Provided,,
however, That in connection with any out-
standing commitments which the Contrac-
tor s unable to cancel, the Contractor shall
exercise reasonable diligence to divert such
commitments to its other activities and op-
erations. Any such agreement shall be em-~
bodied in an amendment to this contract
and the Contractor shall be paid the agreed
amount,

(e) Any property resulting from the termi-
nation of the contract may, with the written
approval of the Contracting Officer, be sold
or acquired .by the Contractor upon such
terms, conditions and prices as may be ap-
proved by the Contracting Officer. The pro=
ceeds of any such disposition shall be applied
in reduction of any payments to be made by
the Government to the Contractor under this.
contract or shall otherwise be credited to
the price or cost of work covered by this
contract or pald in such other manner as the
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Contracting Officer may direct. Pending
final disposition of property arising from the
termination, the Contractor agrees to take
such action as may be necessary, or as the
Contracting Officer may direct, for the pro-
tection and preservation of the property re-
lated to this contract which is in the posses~
slon of the Contractor and in which the
LGovernment has or may acquire an Interest.

(f) Any disputes which may arise hereun-
der shall be subject to the “Disputes” clause
of this contract.

(15) Subcontracts as set forth below*

Subcontracting. (a) No subcontracts exe-
cuted hereunder shall provide for payment
on a cost-plus-a-percentage-of-cost basis.
The Contractor shall not enter into subcon-
tracts involving research or development of
the kind contemplated by this contract with-

‘out obtaining the written approval of the -

Contracting Officer. ‘The Confractor shall
refer each prospective subcontract which
might involve such research or development
to the Contracting Officer, who shall deter-
mine whether or not such research or devel-
opment 1s involved.

(b) Without Hmiting in any way the effect
of clause 3 (d) hereof, or the foregoing pro-
visions of this clause, the Contractor shall
give advance notification to the Contracting
Officer of any proposed subcontract or pur-
chase order hereunder which is either (i)
on a cost or cost-plus-a-fixed-fee basis, or
(1i).on a fixed-price basis exceeding in dollar
amount either §25,000 or 5§ per centumy of
the-total estimated cost of this contract; and
no such subcontract or purchase order shall
be placed without the prior approval of the
Contracting Officer.

(16) Military security requirements as
seb forth 1in § 406.104-12 of this- title.

(17) Government property as set forth
in § 412,503 of this title and subpara-
graph (20) of § 1006.202 (a)

(18) Accounting records as set forth
below*

Accounting records. (a) The Contractor
agrees that its books and records and its
plant, or such parts thereof as may be
engaged in the performance of this contract,
shall at all reasonable times be subject to
inspection and audit by any authorized rep-
resentative of the department.

(b) The Contractor shall cause a like pro=
vision to be Included in all subcontracts
hereunder.

(c) The method of accounting used by the
Contractor shall be subject to the approval
of the Contracting Officer but no material
change will be made in the Contractor’s-
method If it conforms to good accounting
practice and the costs are readily ascertain-
able therefrom, The Contractor shall pre-
serve all.books, papers and other accounting
records pertaining to work under this con-
tract for a period of at least three years after
completion or cessation of said work and if
the Contractor at any time after such three~
year period has expired desires to dispose of
said books, papers and accounting-records,
he shall before doing s0, unless appllcable
statutes otherwise direct, notify and request
permission from the Contracting Officer, who
shall either authorize their destruction or
notify the Contractor to tirn them over to
the Government.

(19) Insurance as set forth in sub-
paragraph (31) of § 1006.202 (a)

(20) Gratuities as set forth in § 406.«
104-16 of this title.

(21) Examnation of records as seb
forth in § 406.104-15 of this title,

(22) Ceiling prices as set forth in
§ 406.103-22 of this tifle.

(23) 'The confract clauses as sef forth
in § 406.104 of fthis title (not otherwise

s

mentioned in this part) and Part 408 of
this title will be used in accordance with
instructions contained in said seotion
and part. The clauses set forth in
§§ 406.105-5, 406.105-7 and 408.106 of
this title will be used where necessary
or desirable to cover the subject mattor
contamed in such clauses.

(24)- Alterations as set forth in
§ 406.105-1 of this title will be used in
accordance with instructions set forth
in subparagraph (18) of § 1006.102 (b)

125) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b)

(26) Approval as ‘set forth in
§ 406.105-2 of this title will be used in
accordance with the instructions cone
{i%ineg)in subparagraph (20) of § 1006.-
1102 (

SUBPART L—TUITION CONTRACTS

§ 1006.1201 Scope of subpart., This
subpart sets forth the required and au-
thorjzed clauses for use in contracts for
the furnishing of instruction to Govern-
ment -personnel or the dependents of
Governmen$ personnel.

Nore: This subpart dooes not include
clauses or theo form of contract for tho traine
ing of pilots or mechanics,

§ 1006.1202 Contract clauses. (a) All
contracts for the instruction of military
personnel of the United States Air Forco
at civilian colleges and universities will
include the following clauses in the fol-
lowing sequence:

(1) Definitions as set forth iIn
§ 406.103-1 of this title. 'The following
paragraph will be included in tho said
clause:

In addition, the following torms and dofl«
nitions shall govern for the purposes of thiy
contract:

“Courge”—A serles of lectures and/or ine
structions and/or laboratory porlods ro=
lating to one particular fleld of sclonco or
learning.

“Currfculum”~—The courso ag soleoted by
:1ne student for his course of instruce

on,

(2) Inspection as set forth below:

Inspection. The Contraotor agrees to por«
mit the Contracting Officer or his duly aue
thorized representative to make inspections
of the school facilities and courses offored at
any-time,

(3) Consideration, payment, and ine
voices as set forth below*

\  Constderation, payment, and involcca. (o)
The Government will pay to the Contraotor
as compensation, the cost of the course of
instruction of each student ns sot forth in
the Order covering his onrollmont, which count
-will in no event be a greater amount than
charged for other students pursuing tho
same or similar currfculum,

(b) The Government will pay tho compone
sation stated In paragraph (8) above, in
advance as authorized DY cucccccncamuwauu=
as follows:

(1) For the first semester in which tho
student-1s enrolled, upon the receipt from
the Contracting Officor of approval copy of
Order as provided in clauso 12 horoof, tho
Contractor will submit to tho Contracting
Officer a voucher, attaching the Order or
Orders covered thereby, in quintuplicato for
presudit and‘forwarding through channols
to the Finance Officer indicated on tho cover
page of this contract., Voutchors shall have
the following certificate placed thorecon and
shall be signed by such represontative or
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representatives of the Contractor as shall be
euthorized by the Contractor:

“I certify that the ahove bill is correct
and just; that payment therefor has not
been received.”

(2) As to subsequent semesters, the Con-
tractor will submit invoices as provided in
(1) above, after the student has been en-
rolled for that semester.

(c) Payment on any such invoice will be
deemed to be in complete discharge of the
Government’s obligation under this contract
relative to the student(s) named thereon,
to the extent of the semester or period of in-
struction covered by such invoice.

(4) Disputes as set forth 1n § 406.103-
12 of this title.

(5) Conwict Labor Law as set forth in
§ 411.203 of thas title.

(6) Bight-Hour Law as set forth in
§ 411.303 of this title.

(') Nondiscrimination in employment
as set forth i1n § 411.803 of thus title.

(8) Officials not to benefit as set forth
n § 406.103-19 of this title.

(9) Covenant against contingent fees
as set forth 1n § 406.103-20 of thus title.

(10) Termnation as set forth below*

Termination. (a) The performance of
work under this contract may be terminated
by the Government in accordance with this
clause in whole, or from time to time in part,
whenever, (1) the Contracting Officer shall
determine that any such termination is for
the best interests of the Government, or (ii)
the student voluntarily, or at the request of
the Contractor withdraws from any course
or courses. Whenever termination is effected
pursuant to (i) above, the Contracting Officer
shall deliver-to the Contractor a Notice of
Termination specifying the extent to which
performance of work under this contract
shall be terminated and the effective date of
such termination. Whenever termination is
effected under (i) above, the student after
receiving approval of the Commanding Gen-
eral, Air University shall notify the Con-
tractor and the Contracting Officer of the
effective date of bis withdrawal and upon
receipt by the Contractor of any such notice,
it shall unless the Contracting Officer directs
otherwise, discontinue all the work and ac-
tivity specified by such notice at the time set
forth therein.

{b) In the event of termination in whole
or in part, the Contractor shall be pald (i)
all fees then due and owing and theretofore
unpaid, and (ii) all accrued fees, in accord-
ance with the established policies of the
Contractor if termination is effected during
any period of instruction.

(11) Termmation in the event of re-
vised prices as set forth below-

Termsnation in the event of revised prices.
The consideration ds set forth in each Order
issued hereunder is based on the Contractor's
standard fees on the date of such Order. The
Contractor shall have the right to change any
or all fees for any succeeding semester after
the first semester or period of instruction
upon written notice to fhe Government
thirty (30) days prior to the commencement
of such semester, but in no event to a greater
amount than that charged for other students
pursuing the same or similar course of in-
struction. In the event of such notlce, the
Government shall have the option to accept
.or refuse the revised fee basis. If the Gov-
ernment elects to refuse the revised fee basls,
it may proceed to terminate the contract un«
der the terms of clause 10 hereof.

(12) Orders for instruction as set
forth belovwr*

Orders for instruction. (a) Requests by
the Government for instruction shall be made

by delivery to the Contractor of an Order to
this contract.
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(b) Such Order chall cover cne (1) student
each; shall be presented in cestuplieate to
the Contractor by such student at the time &2
matriculation; shall be completed by the
Contractor (who may retaln (1) copy for his
file) to show the currlculum of the student
and the cost thereof, and shall be ferwarded
in quintuplicate to the Contracting Offlcer
for approval. Upon approval by the Con-
tracting Offlcer, each Order chall be glven an
appropriate number, and a copy thereof,
executed by the Contracting Oficer, chall be
returned to the Contractor,

(c) All students accepted by the Contrac-
tor shall be registered in the came manner
as clvilian students and shall bz subject to
the same acndemic regulations, and shall
have the same privileges, including uze of all
facilitles and equipment normally furnished
by the Contractor to all students.

(d) In the event it is desired to amend an
Order issued hercunder for any reacon, an
amended Order will be initlated by the Gov-
ernment and forwarded to the Contractor for
completion and signature, who sghall then
process the same in the same manner as an
originnl. Such amended Order chall bear the
same number as the original Order in addi-
tion to the appropriate amendment number.

(13) Textbooks, equipment, and sup-
plies as set forth below-

Textbooks, equipment, and supplies. Un-
less otherwise provided herein, all nececcary
textbooks, laboratory manuals, and other
equipment which will be required for uce by
individual students v7ill be procured by catd
students at thelr own expence.

(14) Student supervision as set forth

‘below*

Student supervision. The Contracting Of-~
ficer may vary the currlculum o3 celected by
the student but chall not require nor make
any change in any cource as offered by the
Contractor without the Contractors concent.

(15) Reports as set forth belowe

Reports. The Contractor chall submlit to
the Contracting Ofiicer at the end of cach
term or cemester and at such other times as
the Contracting Oflicer may direct, o written
report containing the progress and grades of
each student and such other Information os
the Contracting Officer may require.

(16) Gratuities as set forth in
§ 406.104-16 of this title,

(17) Examination of records as set
forth in § 406.104-15 of this title.

(18) Celling prices as set forth in
§ 406.103-22 of this title.

(19) Alterations as get forth in
§ 406.105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of §1006.102 (b)

(20> Contractual contents in ac-
cordance with instructions contained in
subparagraph (19) of §1006.102 (b)

(21) Approval as set forth in § 406.-
105-2 of this title will be used in ac-
cordance with instructions contained
in subparagraph (20) of §1006.102 (b).

§1006.1203 Base residents. (a) Al
contracts for the tuition of dependents
of military and civilian personnel resid-
ng at the Department of the Alr Force
bases or installations will include the
following clauses in the following se-
quence:

(1) Definitions as set forth in § 406.~
103-1 of this title,

(2) Inspection as set forth in sub-
paragraph (2) of § 1006.1202 (a).

(3) Consideration, payment, and in-
voices as set forth helow:
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Conslderation, wpayment, aend {Invoices.
(3) The amount to be pald by the Govern-
ment for cervices rendered hereunder shall
be on a per-puplt basls o3 et forth hereln-
below and in accordance with the Enroll-
ment Schedule atfached hereto.

(b) Alr Force Regulation 34-10, dated 9
June 1948, authorizes per-pupll payments
up to, but not in excess of an amount equcl
to that of the full grocs operating cost per
pupll minus any and all grants, contribu-
tlons, or credit recelved from lgcal, ecunty,
State and/or Federal sources other than fur-
nished under this suthority, which are ap-
plicable to the eligible dependents enrolled
in the School District, divided by the aver-
age dally membership attendance.

(c) The Contractor shall be pald at the
end of each femester upon rendition of prop-
erly certified involces or vouchers, at the
rate stipulated herein for each pupil en-
rolled, lecs deductions, If any.

(Q) Inrvolces end certifications. Involces
ghall be cubmitted in quadruplcate, the
original of which shall ke signed by such
rcprecentative or representatives of the Con-
tractor as shall be autherlzed by the Con-
tractor, and which shall contain thereon the
followiing certificate:

“T certify that the charges stated herein
are correct and just and that payment there-
for has not been received.”

Involces chall bae malled to the attention of
the cfilce designated elsewhere herein for
forwarding to the Finance Officer designated
to make payment hereunder.

(¢) Payment hereunder shall not be mads
in advance of cervices rendered.

(1) Payment for frectional rart of mantk.
Enrollment or attendance for any fractional
part of 2 month shall be regarded as attend-
ance for a full month, unlezs the annual
cchool year cecslon 13 terminated before the
end of a full month.

(g) Additional enrollments or withdrow-
als. Poayment covering enrollment of addie
tional pupil(s), or withdrawal of enrolled
pupil(c), durlng any part of the annual
cchool year session shall be made and pro-
rated on the basls of the perled of services
rendered, and at the rate and under th2 terms
and conditions hereln cet forth.

(4) Disputes as set forth in § 406.103-
12 of this title.

(5) Convictlaborassetforthin§ 411.=
203 of this title.

(6) Eight-Hour Law as set forth m
§411.303 of this title.

(7) Nondiscrimination in employment
as set forth In § 411.803 of this title.

(8) Ofiicials not to benefit as set forth
in § 406.103-19 of this tifle.

(9) Covenant against continzent fees
as set forth in § 406.103-20 of this title.

(10) Termination for the convemence
of the Government as set forth below-

Termination. This contract shall b2 bind-
ing until date of expiration, unless sgonzr
terminated in whole or in port by the Cone
tracting Ofilcer giving notice of such termi-
nation to the Contractor in writing 30 days
prior to the date the contract will he o
terminated. The Goyernment shall ke lablz
for payment only for cervices rendered prior
to the date of termination but shall not e
lable for damages or lotses suffered by the
Contractor on account of such termination.

(11) Grafulties as set forth m
8 406.104-16 of this title,

(12) Exzamination of records as szt
forth in 8 406.104-15 of this title.

(13) Celling prices as set forth m
8 406.103-22 of this title.

(14) Thne contract clauses as sef forth
in $406.104 of this title (not othervise
mentioned in this part) and Part 403 of
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this title will be used 1n accordance with
instructions contammed in said section
and part. The clauses set ¥orth m
§8§ 406.105-5, 406,105-7 and 408,106 of this
title will be used where necessary :or
desirable to cover -the subject matter
contained in such clauses.

(15) Alterations -as wset forth in
§ 406.105-1 of this title will be used m
accordance with instructions contamned
in subparagraph (18) of § 1006.102 (b)

(16) Contractual .contents in accord-
ance with instructions set forth in sub-
Darggraph (19) of '§ 1006.102 (b) of this
part.

(17) Approval -as t forth in
§ 406.105-2 of this title will be used 1n
accordance with instructions contamed
in subparagraph (20) of § 1006.102 (b)

SUBPART M—SPECIAL CLAUSES

§1006.1301 Scope of subpart. This
subpart sets Torth clauses authorized Tor
use in connection -with those ‘prescribed
Therefofore. Circumstances for and limi-
tations upon their use are also sef forth
in this subpart.

§ 1006.1302 Furnishing of materwals
and supplies by the Government. The
following clause may be inserted in the
contracts set forth in §§.1006.102 and
1006.104.

Furnishing of materials and supplies. by
the Government—(a) Government’s option.
The Contracting Officer may at his option
from time to ‘time furnish the” Contractor
with materials and/or supplies not readily-
obtalnable in the open market and which are
requiredd by the Contractor for the perform-
ance of this contract. In such event, an
equitable adjustment in the contract price
shall be made as provided in clause 2 hereof.

(b) Delivery and disposition thereof. In
‘the event materials, ‘supplies, equipment or
other property are furnished by the Govern-
ment to the Contractor under this contract,
except such,materials and/or supplies fur-
nished under the terms of this clause, for
installation in the products and materials or
other items called for hereunder, or for use
in connection with the performance of this
contract, sald Government property shall be
delivered to the Contractor f. o. b. cars or
carrier’s equipment at the plant or plants of
Contractor, or the point or points mearest
thereto that rail carrier service is available,
and any of such materials, supplies, equip-
ment or other property not-permanently in-
stalled In the products and materials or other
items called for hereunder, or properiy ex-
pended by the Contractor in the performance
of this contract, shall unless otherwise pro-
vided hereln, be delivered by ‘the Contractor
to the Government £, 0.’b. cars -or carrier's
equipment at Contractor’s plant or at the
point of points nearest thereto at which
the shipment can be delivered into carrier’s
hossession, packed for domestic shipment.

§ 1006.1303 Guaranty. “When deemed
necessary to the benefit of the Govern-
ment, the following clause may be used
in lieu of the clause entitled “Guaranty”

,in §§ 1006.202 and 1006.204.

Guaranty. (a) The Contractor guarantees
that the services hereunder will conform to
the highest professionsl ‘standards in the
field, and that at the time of delivery thereot
to the Government,-the artfcles;provided €or s
in this contract will conform to the require-
ments of this contract, and will be free from"
any defects {n materisl and -workmanship;
subject, however, to the following paragraph
(b).

RULES AND REGULATIONS

(b) The fAinal acceptance of the supplies or
work by ‘the Government shall be conclusive
except as regards .(A) fraud or such gross
‘mistakes as amount -to fraud, or ((B) any
-defects or fallure<to rconform ‘to -contract
Tequirements as to which the Government
"has notified the ‘Contractor within six (6)
months-after ‘the date-of said acceptance.

‘(¢) The Contractor ‘shall, ‘whenever dis-
covered by the -Government and requested,
remedy-defects or fallures to conform to con-
tract requirements by correction or replace-
ment, at no cost whatsoever ‘to ‘the Govern-
ment, when sald defects or failures are
-determined to have been occasioned by the
reasons set forth in (A) of paragraph (b)
preceding.

'(d) Subject ‘to the time limitation set
forth 4n -paragraph (b) hereof, the Con-
tractor shall remedy defectsor failures to
conform to contract requirements by cor-
Tectfon ‘or replacement, when due to causes
other than ‘those enumerated-in (A) of para-
graph (b) ‘hereof, -and ‘for performance
‘thereof -the ‘Contractor shall be entitled to
"be reimbursed -its costs in -accordance with
the clause hereof entitled “Reimbursement,”
‘bt no additional fee shall be payable in
~connection therewith. !

(e) The foregoing .provisions shall be
-eqquaily applicable to any work performed
hereunder.

Nore: When the foregolng clause is used,
the following revisions are to be made In
the clause entifled “Inspection’*

‘(a) The last sentence of paragraph (c)
should be deleted.

(b) Paragraph (e) should be deleted in its
‘entirety. o

i
§ 1006.1304 Superseding  specifica-
tions. Any'contract which requires that
the Contractor comply with a -Govern-
‘ment specification ‘may contain the fol-
lowing clause:

Superseding specifications. All references
in any Government specification incorpo-
rated herein to other Government specifica-
tions shall be deemed to include all
specifications supplementary to or super-
.sedingthe specifications so referred to, to the
extent that such supplementary or super-
seding specifications are in effect at the date
of Contractor's latest quotation, if the Con-
tractor was furnished or otherwise notified
.of the existence of such supplementary or
superseding specification at the time of said
quotation, ~

§ 1006.1305 Delay 1n delivery of data.
Any fixed-price supplies contract which
calls for the delivery of end items and
also for techmeal data, such as hand-
books, service, manuals, or other mfor-
mation necessary for the proper mam-
tenance or servicmg of the end item,
may, if deswed, mnclude the following
clause: -

It is understood that the eficlent use by
the .Government of the supplies called for
Thereunder requires that the data called for
hereunder be delivered not later than the
time or respective times “herein specified.
If such data ds not delivered at sald time or
times, the Government may at its election,
so0 long as such data remains-undelivered, un~
less the delay in.dellvery thereof arises out
of causes beyond the control and without the
fault-or negligence of the-Contractor within
the meaning of the clause- hereof entitled

“Default,” withhold payment to the Con-

tractor for any of the supplies theretofore
delivered toithe ‘Government, refuse approval
of the Contractor's vouchers and refuse to
.accept further deliveries hereunder from the

‘Contractor or take any other action author--

ized by law-orregulation now or hereafter in

weffect iincluding termination of ‘this contract.

for default tothe extent.and in the manner

.Article Inspection and .Acceptance”

authorized by said clause, and may takeo nny
or all of the Toregoing actions soparately or
“in combination.

§$1006.1306 First article approval,
:Any fixed~price supplies contract, under
which it is desired to require the Cone
itractor to furnish ‘first articles for 4n-
spection and to refrain from producing
additional articles until the first article
has been approved, may include the
following clause:

‘Prior to production of the romalntior of the
articles called for under Item ......, Boreof,
Contractor shall deliver, all transportation
costs prepaid, the first artlcle called for in
said Item to the address listed below for ine
spection and approval. 'The said first article
shall be delivered in accordance with tho
delivery schedule set forth hereln. Sald
first article shall comply with the require-
ments set forth in sald Item and shall bo
subject to acceptance by ‘the Government in
accordance with sald requiroments. Ponde
ing acceptance of sald first article, tho ro
maining like articles calledl for shall not bo
fdbricated and/or produced. If inspootion
reveals discrepancies which require change in
specifications, such changes will be processoed
in accordance with the clause hereof ontitlod
“Changes.” The first article shall bo de«
livered to.the destination set forth in the
.Schedule.

§1006.1307 Production samaple *tests.
‘Any fixed-price supplies contract, under
which.it is desired.to provite for produc«
tion sample tests, may include tho fol-
lowing clause:

‘Production sample tests. At tho election
of the Contracting Offlcer, ~whenever he
deems_it nkcessary in ordbr to insure that
‘the levels of quality and performance are
being maintained In accordance with estabe
lished standards, he may require tho Cone
tractor to submit productfon samples of the
articles belng produced herounder. Producs
tion samplo tests shall be performed at the
Contractor’s plant or at such other placo ag
the Contracting Officer may designate, Cone
tractor shall furnish, on request by the Cone
‘tracting Officer, such personnel and faoilities
‘as may 'be required to conduct such tests,
“The Government shall not be lablo for loss
or destruction of, or damage to samples 0c«
curring during or {ncident to tests. At the
conclusion of tests, samples shall, 1f roquested
by the Coniractor, be returned to tho Con-
tractor in their then condition and sald
samples may thereaftor be submitted by tho
Contractor as contract items providing all
worn, broken or defective parts and finishey
are reépalred or replaced by the Coutrnctor,
If production samplo ‘tests are to bo por«
formed at an Air Force base, transportation
-charges to and *from such'base shall ‘bo pro-
pald by ‘Contractor and samples shdll be
‘plainly marked “Production Samples, Cone
tract No. (insert number of this contract).”

§ 1006.1308 First uarticle inspection.
Any ‘fixed-price supplies contract, under
‘which it is desired to obtain submission
of first articles for inspection, but that
the Contractor continue production of
remaining articles pending approval,
.ay -contain the following clause:

In accordance with the dellvery schodule
set forth herein the Contractor shall submit
‘the first article of Ttem -.... hereof to the
Government for inspection from tho first
production of the equipment to bo delivered
under the terms of the contract to the (in
sert address of consignee)., “For Flrst
Tho
Confractor may continute to produce the
balance of the articles to be delivored under
the terms of the contract while the first are
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ticle is undergoing inspection and tests. The
Contractor shall be notified in writing by
the Contracting Officer of the results of the
tests on the first article, If the first article
is accepted, production shall continue with-
out delay. If the first article is rejected, the
Contractor shall make the necessary changes,
as recommended by the Contracting Officer
to bring the equipment within specification
limits, at no additienal cost to the Govern-
ment and with a minimum delay in produc-
tion. The correction shall be made on all
production items prior to presentation to the
Government nspector for inspection and ac-
ceptance. Production of the articles to be
delivered under the terms of the contract
may continue while the sample parts and
data to be submitted-for test and approval
under the applicable specification are being
tested. ‘The Contractor shall replace any re-
jected parts with approved parts before pres-
entation of the completed items to the Gov-
ernment inspector for inspection and
-acceptance.

§1008.1309 Progress payments (75
percent) Any fixed-price suply or serv-
ice contract, under which it 1s desired to
make progress payments 1n an amount
not to exceed 75 percent of the cost of
the property, may include the follovang
clause:

Progress payments. Progress payments,.
which are hereby defined as payments prior
to ‘ncceptance, on work In progress for the
Government under this contract, may be
made upon the following terms and
conditions:

(a) The Contracting Officer may, from
time to time, authorize progress payments to
the Contractor upon property acquired or
produced and service performed by it for the
performance of this contract; provided, that
such progress payments shall not exceed 75
percent of the cost to the Contractor of the
property and services upon which payment is
made, which costs shall be determined from
evidente submitted by the Contractor and
which must be such as is satisfactory to the
Contracting Officer as being representative of
the value of the work already performed, pro-
vided further, that in no event shall the total
of unliquidated progress payments (see (d)
below) and of unliquidated advance pay-
ments, if any, made under this contract, ex-
ceed 80 percent of the total contract price of
suppilles or services still {0 be delivered.

(b) Upon the making of any progress pay-
ment under this contract, title to all parts,
materials, inventories, work in process and
nondurable tools theretofore acquired or pro-
duced by the Contractor for the performance
of this contract, and properly chargeable
thereto under sound accounting practice,
shall forthwith vest in the Government; and
title to all like property thereafter acquired
or produced by the Contractor for the per-
formance -of this contract and properly
chargeable thereto as aforesaid shall vest in
the Government forthwith upon said acqui-
sition or production; provided, that nothing
herein shall deprive the Contractor of any
further progress or final payments due or to
become due hereunder; or relieve the Coa-
tractor or the Government of any of thelr
respective rights or obligations under this
contract.

(c) The Contractor represents and war-
rants that the property, upon which any
progress payment is made hereunder, shall
be cleared of all liens and encumbrances of
any kind whatsoever upon receipt of any
progress payment.

(d) In making payment for the supplies
furnished hereunder, there shall be deducted
from the contract price therefor & propor-
tionate amount of the progress payments
theretofore made to the Contractor, under
the authority herein contained,

(e) It is recognized that progerty (includ-
ing, without limitation completed supplies,
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spare parts, drawings, information, partially
completed supplles, work in procecs, mate-
rials, fabricated parts and other things called
for herein) title to which is or may hcreafter
become vested In the Government pursuant
to this clause will from time to time be uced
by or be put in the care, custedy or poiies-
sion of the Contractor in connection twith the
performance of this contract. The Contrac-
tor, either before or after recelpt of Notice
of Termination at the option of the Govern-
ment, may acquire or dispoce of property to
which title is vested in the Government un-
der this clause, upon terms approved by the
Contracting Ofiicer: Prorided, That after re-
celpt of Notice of Termination, any such
property that is & part of termination inven-
tory may be acquired or dispoced of only
in accordance with the provicions of the
termination clause of this contract and ap-
plicable laws and regulations. ‘The agreed
price (in case of acquisition by the Contrac-
tor) or the proceeds recelved by the Con-
tractor (In case of any other disposition),
shall, to the extent that such price and pro-
ceeds do not exceed the unliquidated bal-
ance of progress payments hercunder, be
paid or credited to the Government as the
Contracting Ofiicer shall direct; and such
unliquidated balance shall be reduced ac-
cordingly. Current production ccrap may
be sold by the Contractor without approval
of the Contracting Ofilcer but the praceeds
will be applied as provided in this paragraph
(e), provided that any such cerap which is
a part of termination inventory may be cold
only in accordance with the provicions of
the termination clause of this contract and
applicable laws and regulations. Upon lqul-
dation of all progress payments hereunder
or upon completion of deliveries called for
by this contract, title to all property (or the
proceeds thereof) which has not been de-
livered to and accepted by the Government
under this contract or which has nct been
incorporated in supplies delivered to and
actepted by the Government under this con-
tract and to which title has vested in the
Government under this clauce shall vest in
the Contractor.

(f) The provisions of this contract refer-
ring to “Liability for Government-furniched
Property” and any other proylslon of this
contract defining liability for’/Government-
furnished property shall be innpplicable to
property to which the Government chall
have scquired title colely by virtue of the
provisions of this clauce. The provisions of
this clause shall not relleve the Contractor
from risk of loss or destructlon of or dame
age to property to which title vests In the
Government under the provisions hereof.

(g) If this contract (as heretofore or here-
after supplemented or smended) containg
provision for advance payments, and in addi-
tion if at the time any progress payment is
to be made to the Contractor under the pro-
visions of this progress payments clauce any
unliquidated balance of advance payments
is outstanding, then notwithstanding any
other provislon of the Advance Payments
clause of this contract the net amount, after
appropriate deduction for liquidation of the
advance payment, of such progrezs payment
shall be deposited in the special bank nec-
count or accounts maintained o5 required
by the provisions of the Advance Payments
clause, and shall thereafter be withdrawn
only pursuant to such provisions.

§1006.1310 Progress payments (50
percent) Any fixed-price supply or
service contract, under which it is de-
sired to make progress payments in an
amount not to exceed 90 percent of di-
rect labor and material costs to the con-
tractor of the property, may include the
clause set forth in §1006.1209, except
that 1 paragraph (a) of such cection,
the words “75 percent of the cost” shall-
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be replaced by the words “80 percent of
thetsd’irect labor and direct matenal
costs.’

§ 1006.1311 Spare parts promswonng.
Any fixed-price supply contract under
which it is desired to provide for the fur-
nishing of spare parts for such supplies,
and not under a spare parts provisionng
appendiz, may include the following
clause:

Spare parts. (a) The spare parts called
for in Item hereof chall be selected
from a Hst of spare parts to be prepared by
the Contractor and furnished in triplicate to
the Contracting Officer at the base at which
this contract was written, within oo
days after award. Sald Ust shall enumerate
all parts comprising the item called for in
Item ...-.- hereof, shall state the quantity
per end {tem, and the parts chall be ldenti-
fled by the origlnal manufacturer’s port
number and complete nomenclature. Part
numbers of the manufacturer of the end
item or of a manufacturer who performs
only accembly ghall not be shown. Such lst
chall include Confractor’s propozed unit
prices, and the quantities and unit prices
shall he subject to revision by negotiation as
hereinafter provided. Sald lct shall be pre-
pared in accordance with Army-Navy Specl-
fication AN-L~15 (see Note 1).

(b) At the time of submission of cuch Hst,
Contractor chall advice the Contracting Offi-
cer when the materfal herelnafter In this
paragroph mentioned will be available. Con-
tractor valll make avallable at his plant two
of the units called for in Item ... hereof,
one of which chall ba completely acsembled
ond In cperating condition and the other of
which shall b2 completely disacsembled. All
parts of the dlzascembled unit will be tagzed
£o a5 to show vendor's or original manufac-
turer’s part number and nomenclature.
Drawings, blueprints, and photographs sufi-
clent to chow in detail the location of each
part of the end item will likewice be pro-
vided. At such time a5 the activity respon-
oible for determining spare parts require-
ments chall fix, and upon notice to
Contractor, a provisioning team will visit the
Contractor’s plant and examine the units,
accembled and dicsacembled, mentioned In
this paragraph, and will then and there make
preliminary celection of the spare parts to ke
furniched bereunder. Such selection shall
e communicated to the Contracting Officer
by the provisioning team.

(c) Contracting Ofilcer shall designate the
spare parts required and shall advise Con-
tractor with respect thereto as well as with
respect to the method of packaging and
prezervation to be employed, and the Con-
tractor and the Contracting Officer shall
thereupon nezotiate prices for the spare parts
£o designated and the Hst of spare ports and
prices agreed uuon chall ¥e made a part of
this contract by attachment thereto as an
exhibit. In the event the total price of spare
parts chall be more or 1ez3 than the price
stipulated In Item ....-- hereof the total
price of this contract shall be modified ac-
cordingly by appropriate amendment.

(d) Whenever a desizn change is made In
the articles deceribed in Item ooeee- the
Contractor will forthwith prepare a state-
ment showing by item and part number th2
changes which in thke opinion of the Con-
tracter chould be made In the spare parts
15t and shall forward six {6) coples thereof
to the Contracting Ofiicer. Included in such
st ghall bz o statement a3 to the effect of
the design change on interchangeability of
the ppare parts affected by the change, the
effective point at which the change Is to be
made, and Contractor’s recommendation as
to part numbers and quantities which the
Contractor recommends for procurement.
Thereupon changes shall be made In the spare
parts cxhiblt, quantities, items and prices s
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‘may bemecessary in order to conform to the
design change.

(e) (See Note 2). Contractor agrees that
he will for a period of ten (10) years from
the date of this contract or for the useful life
of “the end.item, whichever is-the lesser, fur-
nish additional spare parts at such prices.as
shall hereafter be negotiated.

Note-1l. The'last sentence ofparagraph (a)
should be omitted if inapplicable. Para-
graph (b) 1s deslgned for cases where the
“Provisioning Team” procedure is employed.
If not 50 employed, paragraph (b) should be
omitted and the remaining -paragraphs
renumbered.

‘Note 2: Paragraph (e} should be deleted
if inapplicable.

§1006.1312 Advuncepayments. .Any
fixed-price supplies ‘<contract under
which making of advance payments has
been authorized an atcordance with the
requirements of Armed Services Pro-
curement Regulation and these .proce-
dures may include the following .clause:

Advance payments. (a) The Government
shall, from time"to time at the request of
the Contractor, and subject to approval by
-the ‘Contracting ‘Officer as-to-the meed ‘there-
‘for, make advance payments to the .Con-
tractor. The saggregate of such advance
payments ghall not-exceetl the sum Of $——-—-
______ “percent of the contract price, as it
may be amended, whichever shall ‘be the
smaller,

(b) All wadvance ‘payments and, -urless
‘'otherwise ‘directed ‘in -writing by ‘the 'Con-
tracting -Officer, all other payments “under
this contract shell be made by checkpayable
+to the Contractor and marked for depositin
u special ‘bank nccount -with such bank or
banks as ‘may ‘be selected by the Tontractor
-and approved by the Tontracting ‘Officer.
Before any advance -payment -is ‘made, the
Contractor shall transmitto the Contracting
‘Officer anagreement in duplicate, satisfactory
to the "Contracting OHcer, with each hank
in which any ‘special bank account is estab-
lished, clearly settingforth the-special ¢har-
acter of the account and -the Tesponsibilities
of the -bank ‘thereunder. No part of the
*funds in the special bank account, prior to
‘withdrawal thereof from such account as
herelnafter provided, shall .be ‘mingled "with
other funds of the Contractor. Each with-
drawal shall be made only by check -of the
‘Contractor countersigned on behalf of the
Government by the Contracting Officer. The
funds In the special bank account shall be
withdrawn -and used solely for the purposes
of making payments for direct “mdterials,
direct labor and overhead expenses, required
in the performance of this contract and
properly allocable thereto in accordance with
generally accepted accounting principles, and
for such other purposes as ‘the Contracting
Officer may approve in writing.

(c) On the unliquidated balance of the
-advance payments outstanding, the Con-
fractor agrees ‘to pay interest at'the Tate of
~=--- Percent per annum. Such interest shall
be computed at the end of -each calendar
month on the average daily balance of the
principal of the unliquidated advance pay-
ments outstanding. In determining such
balance, charges on account of *the advance
paymgnts to ‘the Contractor hereunder -shall
be made as of the dates of the checks there-
for; credits arising from deductions from
paymentsto the Contractor under ‘this con-
tract shall be-made as of the dates of issue of
the check for such payments; and credits
arlsing from cash repayments-to-thé Govern-
ment by the Coritractor shall -be made as of
the dates the checks-therefor are-received by
the Finance Officer. Assoon-as such monthly
computations shall have been made, ‘the
Interest so determined shall be deducted
from the payments otherwise due to Con-
tractor under this contract.

RULES AND REGULATIONS

(d) Tiquidation of the principal .of any
-advance rpayment ‘made ‘to ‘the :Contractor
‘hereunder shall be ‘made -by deductions of
percent from ‘any and all paxyments
mrde by ‘the Government ‘under the ‘terms
of this contract; jprovidet], that if at any time
-the unliquidated ‘balance 'of ‘the principal
of advance payments made exceeds
'percent -of -the ‘balance of ‘the totdl contract
“price thenmunpald,.the amount of such excess
‘shall upon demand of the Contracting Officer
‘be promptly returned to ‘the Government
by withdrawal from the special bank ac-
count or otherwise, and if not so refurned,
shall be -deducted from any and =all pay-
ments*to bemade by tthe Governmentunder
‘the -contract. "The Contractor may at any
time ‘repay ‘to the Government all or any
‘part of ‘the funds advanced hereunder an.l
shall at any ‘time, upon demand by the Con-
‘tracting Officer, Tepay such part of ‘the un-
‘liguidated balance of advance ‘payments as
shall '‘in the opinion ©f -the -Contracting
Officer be in excess of the amount necessary
for the current needs of the Contractor. If,
upon completion of ‘the contract or upon its
termination for other *than ‘the fault of the
Contractor, the advance payments and in-
“terest “thereon, -if any, "have "not ‘been fully
‘Hquidsated, the unliquiddted balance*thereof
sshall ‘be deducted from any payments other-
wise;due ‘the Contractor, and if su¢h deduc-

“itions ‘are insufficient .to tover such balance,

the deficiency-shall be paid by-the Contrac-
“tor forthwith after demand. 1In -the event
‘of termination -of ‘this contract because of
the fault of ‘the Contractor,the Contractor
‘aprees to return ‘to the :Government, upon
demand, 'without-set~off 0of any-sums alleged
to ‘be -due ‘the ‘Contractor, the unliquidated
‘balance of any advance payment and'interest
thereon, if any. If-the/Contractor institutes
orhas instituted ;against 1t ‘any ‘bankruptcey,
weorganization, .recetvership, or insolvency
‘proceedings, or madkes “or ‘enters into any
-asslgnment for the benefit of, -or arrange-
mment or composition swith, its creditors, the
‘Contracting ‘Officer "without limiting any
Tights which ‘the ‘Government may other-
wise have, may upon written motice “to the
‘Contractor (i) withhold -further with-
~drawals from ‘the speclal ‘bank -account, (ii)
swithdraw ‘all or any part of the balance in
the "speclal’ bank account by check signed
solely by the "Contracting Officer, and (ill)
«demand ‘immediate repayment of the un-
Uquidated balance -of advance: payments
hereunder. If the ‘demand made in any
:event set ‘forth inthis ‘subparagraph is not
‘met within 15 days of Teceipt thereof, the
amount -demanded will bear interest at the
rate of 6 percent rather -than at the rate,
if ‘any, specified elsewhere in this clause,
“from the date of receipt of ‘the-demand until
‘payment 'is ‘made.

(e) Pursuant-to theprovisions of section 5
of the Armed Services Procurement Act of
"1947, any and all advance ‘payments made
under this contract shall be secured by a
lien In favor of ‘the Government, paramount
‘to all other liens, upon fthe supplies con-.
“tracted for 'by thiscontract, upon ‘the credit
‘balance in any special bank account, and
upon 'all -the material and other property
acquired for or allocated 'tothe performance
of the contract except to-the extent that the
Government by virtue of any other provision
of this contract, or otherwise, shall have
title to such supplies, material or other prop-
erty. The Contractor, to the extent deter=
‘mined necessary and practicable by the Con-
‘tracting-Officer, shall identify by marking or
‘segregating all property which is subject to a-
Aien in favor of the Government by virtue of~
‘any provision of this contract in such a way
as to indicate that it is.subject to such lien
and that it has been acquired for or allos
cated to the performance of this contract.
“The Contractor shall maintain adequate ac-
counting control over such property on its
‘books and records.. If such supplies, ma-

‘terials, or other property are not identificd
by marking or segrogation, the Government
whall be deemed to have a lten to-tho oxtont
of the :Government'’s intoerest herounder on
rany mass of ‘property with which such supa
‘plies, 'materials, or other ‘propoerty 15 Intor«
mingled. 'When all advance paymonts macdo
wmder this contract, togother with interest
“thereon, if any, have been lquidated, sty
Tunds remaining in tho speoial bank account
shall, “upon notice in writing to the doposi«
tory bank by the Contracting Officor, bo freo
-and-clear of any 1llen herounder and may bo
-wWithdrawn by ‘the ‘Contractor w/{thout coun«

ersignature or other redtridtions heroundor,

/(f) The ‘Contractor shall furhish *to tho
‘Contracting ‘Officor (1) balance sheets and
profit ‘and ‘loss statoments cuartorly, or ab
such other ntervils as ftho Contraoting
"Officer may Tequire, (11) monthly roports on
‘the operation of ‘the speoclal bark account,
and (ii1) such other financial informution
concerning the operation of the Contractor's
business as may be requested. Tho Cone
tractor shall at all times afford to the Cons
tracting Officer proper facilitics for inspoae
tion and ‘gudlt of the Contractor’s financinl
records and accounts,

§1006.1313 Employment of aliens,
To permit the contract clause sot forth
m § 406.104-3 of this title to be embodied
m the printed text of standard contract
Jorms, the following words may be in-
.serted preceding the language.set forth
in §-406.104-3: “If thiscontract.cnlls for
furnishing or constructing airoraft, air-
craft parts, or aeronautical -acces«
sories ;| » * ¢

'§ 1006.1314 Prior instruments super-
seded, ‘Those definitive contracts which
coperate to replacea precedling award or
‘letter contract ‘or other ‘similar 4nstru-
ment will contain the following clause:

his 1s -the deflnitive ‘contraot contome
‘plated by (l¢tter contract) (not of nward)
‘dated wocecaaaceae and designated (Contraot
NO. e -, and supersedes, sald (lottor cone
rtract) (Notice of award).

§1006.1315 Bailment contemplated.
‘Any .contracts under which it s con«
templated that the Government will, by
‘means of a separate bailment contract,
furnush items to the Contractor for usoe
in connection with performance of the
,cimtract, may contain the following
clause:

It is contemplated by tho parttes horeto
that the Government will loan, in addition
to any other property listed in thiy cotifract
as to be “furnished” by the Govornmont, to
the Contractor (items to be enumoratod) for
use in connection with ‘the performance of
this contract, and that an appropriato write
ten agreement of ballment will bo entorod
into by ‘and betwecen the parties heroto for
‘that purpose. In ‘the ovent of delay or fatle
“ure of ‘the Government toloan such proporty,
as aforesaid, the provisions of the clatse of
‘this confract entitled “Governmont-Fur.
nished Property” or “Government Proporty"
relating to fallure or delay in tho furnlshing
of property, shall be applicablo,

§1006.1316 Special delivery provi-
sions.  Any fixed-price contract for ro-
‘search, of such highly experimental
character that the contractor’s ability to
perform within a stated period of time
isin doubt, may, with the approval of the
commanding genersal of the command in-
volved, include the following clause:

Special ,prov{sion relating to deltvery. (a)
If the Contractor, despite roasonablo dili-
gence, will be unable to complote tho work
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called for under this contract by the date of
delivery specified in the Schedule, it may give
the Contracting Officer written notice of the
anticipated default in delivery; provided such
notice is given not less than thirty (30) days
befare the date of delivery specified i said
Schedule or at such time as the Contracting
Officer deems sufficient. If such notice is
duly given, then the Contracting Officer may
in his discretion extend the date of delivery
specified in said Schedule for such perlod as
he deems rdvisable, and modify this contract
in writing accordingly.
{b) The Governmenf agrees that, so long
&s the Contractor acts with reasonable dili-
gence in the performance of the work called
for hereby, 1t will terminate performance un-
der this.contract only pursuant to the clause
hereof entitled “Termination for Convenience
of the Government” and not under the clause
hereof entitled “Default.”

$1006.1317 Facilities contemplated.
If it has been agreed that the contractor,
for the performance of a particular sup-
ply contract, requires the use of certain
Tacilities which are to be furmished to
him under the provisions of a separate
facilities contract, 2 clause shall be 1n-
corporated mn the supply contract cover-
ing the following subject matter in as
detailed 3 manner as practicable:

2. What facilities will be furnished (in-
cluding the maximum value thereof where
& fixed-price supply contract is involved, and
the estimated cost thereof where @ cost-
plus-fixed-fee supply contract or a fixed-
Pprice supply contract with price redetermi-
nation is involved);

b. When such facilities will be furnished;

©. The effect of delay of receipt of the fa-
ellities; and

d. The effiect of nonreceipt or withdrawal
of ‘the facilities. In addition, the clause will
specifically authonze the use of sald facili-
ties, and will set forth the fact that the-use-
is on a rent-free basis, or the rental to-be
paid for said use.

§1008.1318 Transportation charges.
Any fizxed-price supply contract, under
which the Contractor has quoted a price
including the transportation charges,
and it 1s desired to provide for the pos-
sibility of shipment on Government bill
of lading, may include the following
clause:

The Contractor hereby agrees that in the
event that shipments hereunder are made
on Government bill of lading, there shall be
deducted from the contract price the com-
mercial freight charge for delivery to the
destination specified herein,-includinzy any
Federal, State, or local tax directly applica-
Dble therefo. The Contractor further agrees
to show any such reductions on the invoices
submitted hereunder.

§1006.1318 Flight risks. Any sup-
Pplies contract under which the Contrac-
tor 1s required to operate awrcraff, and
whereunder; the contract pricing does
not include any amount for flight risk
nsurance premiums, may include a
clause whereby the Government as-
sumes the risk of loss of awrcraft during
their operation by approved Contractor
personnel.

§1006.1320 Increase opiion. Any
fizxed-price supply contract, under which
it 15 desired to furmsh an option on the
part of the Government to increase the
quantity called for, may include the fol-
lowng clause:

Option for increased quantity. ‘The Con-
tractor grants to the Government the right,
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at any time durlng tho life of the controct,
to Increase the quantity or quantitics of the
supplies called-for herein, at not more than
the unit price stated by an amount not ex.
ceeding 50 percent of the entiro controct
price. Said increacs may bs applied to cll
or any item or items at thc opticn of tho
Contracting Oficer. The exerclce of such
options shall be evidenced by supplemental
agreement or amendment hereto.

§ 1006.1321 Speciual overtime provi-
siwons. The following clause Is author-
1zed for use in any fixed-price contract
which contains a price redetermination
provision, and the use of such clause is
recommended although not required:

Overtime. The Contractor chall not pere
form overtime™work under or in connectlon
with this contract for which premium com-
pensation Is required to be patd, unless ap-
proval is obtalned. Reguest for such ape
proval wil be made to the cfiice having
administrative responsibility es designated
elsewhere in this contract. In the event of
Iailure to obtain such approval, premium
compencation payments will not be recoz-
nized In making any price adjustment under
any provisions of this contract pertaining to
adjustment of price.

§1006.1322 Specual inspection pro-
pisions.t In fixed-price supply contracts
for the production of experimental air-
planes, the provision of (e) under sub-
paragraph (14) of § 1006.102 (b) may be
deleted and the following substituted:

The Contractor chall, in the manufocture
of the articles to be supplied under this con-
tract, be required to use such jizs, fixtures,
and/or other devices and appliances in all
procezses which are cultable for the fabrica-
tion of experimental-typa alrplenes and por-
tinent spares. Such jigs, fixtures and/or
other devices and appliances may b of teme-
porary-type construction, but shall be ade-
guate to maintain the dimenclons of the alr-
Pplanes as called for in the applicable drawv-
ings.

§ 1006.1323 Discount. Any fized-price
supply contract, under which the con-
tractor has quoted a price subject to dis-
count for prompt payment, may contain
the following clause:

Cash discount. The Contractor chall allow
the Government o cash diccount 6f o ..
percent, provided payment is mopdo within
cemmm- dAYS.

§1006.1324 Construciion. guaranty.
Any construction contract (see Subpart
F of this part) may, if desired, contain
the following clause:

Without limiting any other right of the
Government or obligation of the Controetor
under this contract, but in addition thereto
if within one (1) year from and after date
of final inspection and ecceptance, any part
or parts of the material to te furniched under
this contract fali due to defective material
or workmanship or reveal that they did not,
at the time of final acceptance and inspoc-
tion, conform to the spcelfications and con-
tract, the Contractor chall, ot its own cx-
pense, correct the defect or defects.

§ 1006.1325 Fized overhead rales.
All cost-plus-a-fixed-fee (see Subpart B
of this part) or cost reimbursement (see
Subpart X of this part) type contracts,
under which it is desired to uce fixed
overhead rates in lieu of actual rates,
may include the following clause;

Fizcd overhead rates, It hos hoen deter-
mined by the Contracting Oflcer, in advance,
and agreed to by the contracting parties for
the purpose of simplifying auditing proco-
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durcs applicable hereto, that the amounts
cct farth in the Schedula reprecent a reason-
able and proper proportionate share of all
of Caontroctor’s overhood applicable and ale
Igcable to tha performance of this contract,
and as excluding any expenditures or items
cof cost for which direct relmburszment is
provided elcowhere in this contract. Unless
the prior approval of tha Controcting Oficer
i3 obtaincd, the Contractor shall not change
its method of acgounting under this contract
in such manner a3 to account for any item of
cost on a dlrect-cost bosls i such item of
cost was considered o3 an indirect charge
for the purpoce of establishing the overhzad
rates cet forth in the Schedule.

§1000.1326 Redetermination of over-
head rate. Normally, when the clause
set forth in this section is used the fol-
lowing clause vill be used:

Redeterminagtion of overhead rate. (a)
The overhend rates cet forth in the Schedule
may be inereaced or decreaced in cecordance
with this clauce,

(b) Overhead perieds: The Government
and-the Contractor agree to revise the fixed
overhead rate under this contract perfodi-
cally In pecordance with this clauze and
arree that the performance of this contract
will ba divided into successive pariods of the
number ¢f months each, cet forth in the
Schedule after the first pariod, for that pur-
poce. The first period vwill extend from the
doto cet forth In the Schedule. The first day
of the cecond perlod, and each subzzguent
perlod, 1s herelnafter referred to as the
“effective datoe of the overhead rate revizion.”
Within clxty (€9) days after the end of the
first perfod bereumder and after the end of
each subicequent period, or at such Iater time
or times o5 the Contracting Odlcer may fix,
the Contractor chall furnich the statements
and data referred to In parograph (c) of this
clauce,

(¢) Submiccion of data: At the time or
each of the times specified or provided for In
parcgraph (b) of this clauce, the Contractor
chall submit (1) a2 new estimate and brealkz-
down of the gverhead rate provased for thz
cuceeeding pericd under this contract; (i)
an explanation of the diffcrences between the
original (or last preceding) overhead rates
and the new cstimate; (1) such relevant
data, cost regerds, reparts, and occounting
statements as may be of accistanca in detor-
mining the cccuracy and reliabllity of the
new cstimate; (iv) a statemont of experi-
enced overhead costs hereunder to the extent
that they are gbtaingble at the time or times
cf the negotlation of the revislon of the over-
head rates; (v) any other relevant data
usually furnished in the case of negotiation
6f an overhead rate to the extent availoble.
The Government may moke such examina-
tion of the Contractors records and books
o3 the Controcting Oficer may require and
may male cuch audit thereof as the Con-
trocting Ofiicer may decm necesIary.

(d) Upon the filing of the statements and
data required by parazraph (¢) of thiselause,
the Contractor and the Contrecting Odicer
will nepotiate promptly in gosd falth to agree
upsn the overhead rate 5 b2 applicable on
and aftcr the cffective date of the overhead
rate roviclon. Each such revision of the
overhead rates chall ho falr and reazonable
in the clreumstinces and shall he evidznced
by a cupplemental asrecment hereto.

(e) Dicazrecments: If within ninety (39)
days after the effective date of the overhead
rato revicion (or cuch further pcriod as may
ba fizod by written agreament) the Contract-
ing Odcer ond the Contractor fall to aZres
1o a roviced overhead rate for the period In
question, the faflure to ozree shall bz deemed
1o ba o dizamrecment as to a question of fact
+which chall be dispozad of In aceordance with
the clauce hereof entitled “Dicputes.”

(£) Payments: Until a new overhead rate
chall begome effective in occordance with
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this clause, the overhead rate in force imme=
diately prior to the effective date of the over-
head rate revision shall be applicable, subject
to appropriate ‘later revision made pursuant
to paragraph (d) or (e) or (g) (2) (B) of this
clause.

(g) Termination provisions: For any of the
purposes of the clause hereof entitled “Ter-
mination for Convenience of the Govern-
ment,” the fixed overhead rate or allowance
shall be deemed to be:

(1) For expenditures made prior to the
effective date of the overhead rate revision,
the fixed overhead rate (giving effect to any
prior revistons under this clause) applicable
to such expenditures;

(2)" For all expenditures made on or after
the effective date of the overhead rate
revision; -

(A) The overhead rate as revised in ac-
cordance with this clause if such revision
shall have been agreed upon; and -

(B) If such revision shall not have been
agreed upon, then such overhead rate as the
Contractor and the Contracting Officer may
agree upon as reasonable under all the cir-
cumstances, and in ‘the gdbsence of such
agreement such reasonable overhead rate as
may be determined in accordance with the
clause hereof entitled “Disputes.”

(h) The Contractor shall not be paid any
overhead for work performed on any sites
(divisions, departments, burden centers,
etc.), other than those for which fixed over-
head rates have been specifically set forth
herein, without the approval of the Con-
tracting Officer. After such approval the
parties agree to promptly negotiate such
additional fixed overhead rates as may be
required, and such additional rates shall be
evidenced by a supplemental agreement
hereto (which may be the supplemental
agreement establishing revised rates here-
under), and shall thereafter be subject to
the provisions hereinabove set forth.

(1) In the event than an accelerated Gov-
ernment program involving either new pro-
curement or the acceleration of delivery or
performance schedules on “existing procure-
ments’becomes effective as to the Contractor
during any of the overhead rate periods, the
overhead rates established for such period
shall be subject to review and revision by
negotiation upon written demand made by
elther party. Any increase or decrease jn the
overhead rates established as a result of such
review and revision shall be set forth in an
smendment to this contract.

§ 1006.1327 Price escalation for stand-
ard steel items (1) 'The following con-
tract clause 1s authorized for use n
formally advertised fixed-price contracts
for furmshing standard steel items:

Price escalation for standard steel items.
(a) The Contractor hereby warrants that
the unit prices stated herein on the date set
for opening of bids are not in excess of the
Contractor’s applicable established prices for
like quantities of the supplies covered by
this contract. The Contractor shall notify
the Contracting Officer of each decrease in
any of such established prices and each ap-~
plicable contract unit price shall be de-
creased accordingly. Any decrease In a-unit
price shall become effective concurrently
with the effective date of each applicable
decrease In Contractor’s established price
and the contract shall be amended accord-
ingly,

(b) The Contractor may at any time, or
from time to time, after the date set for
opening of bids and during the performance
of the contract request in writing an upward
adjustment in any of the contract unit
prices to be effective as from a date to be
specified by the Contractor, subject to the
following conditions:

(1) No unit price as adjusted shall exceed
the Contractor’s applicable established price,

(2) The aggregate of the increase in any
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unit price made under this paragraph shall
not exceed 10 percent .of -the original ap-
plicable contract unit price..

(3) No adjusted unit price shall be effec-
tive earlier than the effective date of any
increase in the applicable established price
and no increase shall be granted unless the
Contractor’s applicable established price has
increased subsequent to the date set for
opening of bids.

(c) In the event the requested adjustment
in any contract unit price is acceptable to
the Contracting Officer, he shall not later
than 20 days after the date of receipt by him
of the request so notify the Contractor and
the contract shall be modified accordingly.
If any such requested adjustment in a unit
price is not acceptable to the Contracting
Officer he shall so notify the Contractor in
writing within 20 days from the date of re-
ceipt by him of the Contractor’s sald notice;
and unless an agreement can be reached as

to the amount of increase, the Government

may cancel without liability to either party
the Contractor’s right to proceed with per-
formance of the portion of the contract which
is undelivered at the time of such cancel-
lation, except that the Contractor may make
delivery of all or any of the supplies which
a duly authorized officer of the company shall
certify were completed or in the process of
manufacture at the time of receipt of notice
of such cancellation, and the Government
shall pay for all supplies so delivered at the
applicable unit price contained in Con-
tractor’s said request and the contract shall
be modified accordingly‘ Provided, That such
certification is made within 10 days after re-
celpt of notice of such cancellation and such
requested increase satisfies all of the condi-
tions and does not exceed the limitations of
paragraph (b). Supplies shall be deemeéd to
be in the process of manufacture when the
steel therefor is in any state of processinf
after the Deginning of the furnace melt.

(d) During the perfod prior to such can-
cellation, the Contractor shall continue de-
liveries according to the terms of the con-
tract and shall be paid therefor at the ap-
plicable increased unit prices so requested;
provided, such requested increases satisfy all
of the conditions and do not exceed the limi-
tations of paragraph:(b).

(e) If notice of caneellation is not sent to
the Contractor within 30 days after receipt
by the Contracting Officer of the Contractor’s
requést, supplles delivered subsequent to the
date specified in such request, and prior to
the effective date of any subsequent increase
or decrease in Contractor's applicable estab-
lished prices, shall be paid for at the appli-
cable increased unit prices so requested;
provided, such requested increases satisfy all
of the conditions and-~do not exceed the
limitations of paragraph (b).

§ 1006.1328 Price escalation for stand-
ard steel items (2).. The following con-
tract clause 1s authorized for use in
negotiated fixed-price contracts for the
purchase of standard steel items:

Price Escalation for Standard Steel Items.
(a) The Contractor hereby warrants that the
unit prices stated herein at the date hereof
are not In excess of the Contractor’s applica-
ble established prices for like quantities of
the supplies covered by this contract. The
Contractor shall notify the Contracting Offi-
cer of each decrease in any of such estab-
lished prices and each applicable contract
unit price shall be decreased accordingly.
Any decrease in a unit price shall become
effective concurrently with the effective date
of each applicable decrease in Contractor's
established price and the contract shsall be
amended accordingly.

(b) The Contractor may at any time, or
from time to time, during the performance
of the coiitract request in writing an upward
adjustment in any of the contract unit
prices to be effective as from a date to he

specified by the Contraotor, subject to thoe
following conditions:

(1) No unit price as adjusted shall exceod
the Contractor’s applicable established price.

(2) For deliverles pursuant to the terms
of this contract, the aggregate of tho ine.
creases in any unit price made under this
paragraph shall not exceed 10 percont of the
original applicable contract unit price.

{(3) No adjusted unit price shall bo offec«
tive earller than the effective date of any
Increase in the applicable establishéd price.

(c) In the event the requested adjustment
in any contract unit prico is acceptable to
the Contracting Officer, he shall not later
than 20 days after the date of receipt by him
of the request so notify the Contractor, and
the contract shall be modified accordingly.
If any such requested adjustment in a unit
price is not acceptable to the Contracting
Officer, he shall notify the Contractor in
writing within 20 days from tho date of
receipt by him of the Contractor's sald
notice; and unless an agreemont can bo
reached &8 to the amount of increase, tho
Government may cancel without Hability to
either party the Contractor’s right to pros
ceed with performance of the portlon of tho
contract which i3 undelivered at the timo of
such cancellation, except that the Contrac-
tor may make delivery of all or any of the
supplies which a duly authorized officor of the
company shall certify were completed or in
the process of manufacture at the time of
recelpt of notice of such cancellation, and
the Government shall pay for all supplies
50 delivered at the applicable unit price con
tained in Contractor’s sald request and theo
contract shall be modified accordingly’ Pro=
vided, That such certification is made within
10 days after receipt of notico of such cone
cellation and such requested increase satise
fles all of the conditions and does not oxceod
the Hmitatlons of paragraph (b)., Supplies
shall be deemed to be in the process of
manufacture when the steol therefor fs in
any state of processing after the beginning
of the turnace melt.

(d) During the perlod prior to such onn=
cellation, the Contractor shall continue do-
liverles according to the terms of the contract
and shall be paid therefor at the applicablo
increased unit prices so requested; provided,
such requested increases satisfy all of tho
conditions and do not exceed the limitations
of paragraph (b).

{e) If notlce of cancellation is not sent to
the Contractor within 30 days after recoipt
by the Contracting Officer of tho Contractor's
request, supplies delivered subsequent to tho
date specified in such request, and prior to
the effective date of any subsequent inoroaso
or decrease in Contractor’s applicablo cs-
tablished price, shall be pald for at tho
applicable increased unit prices so requestod;
provided, such requested increases satisfy all
of the conditions and do not oxceod the lim-
itations of paragraph (b).

§ 1006.1329 Price escalation for
standard steel items (3) In fixed-price
call contracts for standard off-the-shelf
standard steel items the following clause
15 authorized:

Price escalation for standard stcel prod=
acts. (a) The Contractor heroby warrants
that the unit prices stated hereln at the date
hereof are not in excess of tho Contraoctor's
applicable established prices for liko quans
tities of the supplies covered by this cone
tract. The Contractor shall notify tho
Contracting Officer of each decrease in any
of such established prices and each applica-
ble contract unit price shall be decreased
accordingly. Any decreaso in a unit prico
shall become effective concurrently with tho
effective date of each applicablo decronse
in Contractor’s established price and tho
contract shall be ‘amended accordingly.

(b) The Contractor may at any tlmo, or
from time to time, during the performonco
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of the contract request in writing an upward
adjustment in any of the contract unit prices
to be effective as from a date to be specified
by the Contractor, subject fo the following
conditions:

(1) No unit price as adjusted shall exceed

the Contractor’s applicable established price.

(2) The aggregate of the Increases in any

unit price made under this paragraph shall
not exceed 10 percent of the original appli~
cable contract unit price.

{3) No =djusted unit price shall be effec-
ve earlier than the effective date of any
icrease in the applicable established price.

(¢) In the event the requested adjustment
1 any contract unit price is acceptable to
1e Contracting Officer, he shall not later
1an 20 days after the date of recelpt by
im of the request so notify the Contractor,
nd the contract shall be modified accord-
1gly. If any such requested adjustment in

unit price is not acceptable to the Con-
-acting Officer, he shall so notify the Con-
actor in -writing within 20 days from the
ate of receipt by him of the Contractor’s
1id notice; and unless an agreement can be
:ached as to the amount of increase, the
'overnment. may cancel without lisbility
) either party the Contractor's right to
roceed with performnce of the portion of
1e contract which is nundelivered at the time
f such cancellation.

{d) If notice of cancellation Is not sent to
1e Contractor within 30 days mfter receipt
y the Contracting Oficer of the Contractor's
aquest, supplies delivered subsequent to the
ate specified in such request, and prior to
1e effective date of any subseguent increase
r decrease in Contractor’s applicable es-
ablished prices, shall be paid for at the
pplicable increased unit prices so requested,
rovided, such requested increases satisiy all
f the conditions and do not exceed the limi-
ations of paragraph (b).

(e) The Contractor alsop agrees to give the
iovernment any and all discount benefits
xtended to any company, agency, organiza-
lon, or individual purchasing or handling
ke guantities of the supplies covered by this
ontract. 9

Nore: Paragraphs {d) and (e) of the above
lause are optional. Paragraph (d) of the
lause clearly provides certain benefits to the
‘ontrattor and should not be included unless
equested by the Contractor and it is deemed
ecessary 1o complete the procurement,
'‘aragraph (e) is a so-called “Preferred Cus-
omer” clause and obviously does benefit the
jovernment. Paragraph (e) should be in-
luded in all cases; however, authority is
ranted to delete it in those instances where-
n the objections of the Contractor twould
reclude the possibility of effecting the nec-
ssary procurement.,

§1006.1330 Price escalation for alumi-
wm products. In fixed-price contracts
‘or the purchase of aluminum the fol-
owing contract clause may be included
f the contractor is a producer of alumi-
mum and the items procured are made
vholly or 1n major park of aluminum:

Price escalation for aluminum products.
'a) The Contractor hereby warrants that the
it prices stated herein on the date set for
)pening of bids or offers are not in excess of
the Coniractor’s applicable established prices
‘or like guantities of the supplies covered by
’his contract. The Contractor shall notify
‘he Contracting Officer of each decrease. in
iny of such established prices and each
ipplicable contract unit price shall be de-
rreased accordingly. Any decrease in a unit
price shall become effective concurrently
with the effective date of each applicable
lecrease in Contractor’s established price and
she contract shall be amended accordingly.

(b) The Contractor may at any time, or
frotm time to time, affer the date set for
opening of bids or offers and dquring the per-
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formance of the contract request In writing
an upward adjustment in any of the contract
unit prices to be effective a3z from a date to
be speclfied by the Contractor, cubject to the
‘following conditions:

{1) No unit price os adjusted shall exceed
the Contractor's applicable establiched prico,

(2) The aggregate of the Increaces in any
unit price mede under this paragraph choll
not exceed 10 percent of the criginal opplie-
cable contract unit price.

(3) No adjusted unit price shall be effcc-
tive earller than the effectlve date of any
increase in the .opplicable established price
and no increase shall be granted unlecs tho
Contractor's applicable established price has
increased subsequent to the date cot for
opening of bids or offers.

(c) In the event the requested adjustment
in any contract unit price i3 acceptable to
the Contracting Officer, he shall nct later
than 20 days atter the date of.receipt by him
of the request so notify the Contractsr and
the contract sholl be modificd accordingly.
If any such requested sdjustment in a unit
price is not ncceptable to the Controcting
Officer, he shall 5o notify the Contractor in
writing within 20 days from the dats of
receipt by him of the Contractor’s cald
notice; and unless the agreement can ba
reached as to the smount of increase, the
Government may cancel without lability to
either party the Contracters right to pro-
ceed with performance of the portion of the
contract which is undelivercd at the time of
such cancellation, except that the Contrace
tor may make delivery of all or any cf tho
supplies which a duly authorized ofiicer of
the company shall certify were cumpleted
or in the process of monufacture at the time
of recelpt of notice of such cancellation, and
the Government shall pay for all supplies co
delivered at the npplicable unit price con-
tained in Contractor's cald request and the
contract chall be modified cecordinglys Pro-
wvided, That such certification 15 made within
10 days after recelpt of notics of such can-
cellation and such requested increace catise-
fies all of the conditlons and dees not caceed
the limitations of paragraph (b).

(d) During the peried prior to such can-
cellation, the Contractor chall continue de-
liveries according to the terms of the contract
and shall be pald therefor at the applicablo
increased unit prices so requested: Provided,
Such requested increases catisfy all of the
conditions and do not exceced the lmitations
of paragraph (b).

(e) If notice of cancellation i5 not cont
1o the Contractor within 30 days after recelpt
by the Contracting Ofiicer of the Contractor's
request, supplies delivered subseguent to tho
date specified in such request, and pricr to
the effective date of any subsequent increace
or decreace in the Contractor's applicable cs-
tablished prices, shall be pald for at the
applicable increased - unit prices £o requested:
Provided, Such requested increases catisty all
of the cohditions and do not exceed the limi-
tations of paragraph (b).

§1006.1331 Fized-price guaranty.
Where desirable, the following clause
may be inserted in fixed price contracts
whach call for tangible articles:

Guaranty. (o) The Contractor guarantces
that at the time of delivery thercof the artl-
tles provided for under this contract will ba
free from any defects in materipl or work-
manship and will conform to the reguire-
ments of this contract.

(b) Notwithstanding any other provision
of this contract, final acceptance of the sup-
plies (as defined in the clause of this con-
tract entitled “Inspcction”) shall ba cone-
clusive except as regards (1) froud, (i) cuch
gross mistakes as amount to fraud, or (iit)
any defects or failure to conform with con-
tract requirements (whether latent or pat-
ent) as to which the Government notified
the Contractor within one (1) year after tho
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date of finnl peecptance. The Contractor
chall proemptly remedy (elther ot its plant
or ot cuch other place os may te ogreed
upsn batween the Contractor and the Con-
tracting Officer) any cuch defects or fallures
by correction or replacement at no increase
in the contract price; provided that applica-
ble todling and drawings, if otherwiz2 un-
avallable to the Contractor by order of the
Government, are made avallable, and pro-
vided further that thoe cost of any tronze.
Tortation in connection with the return of
cupplies for the purpossa of cuch correction
or roplacement chall be borne by the Gov-
ernment. Provisions of this clause sholl be
applicablo with respect to any supples which
:hal gontmctcr carrects or repleces pursuant
0

(c) If the Government does not require
correction or replacement of a defective or
nonconforming article, as provided for here-
inabave, the Contractor, If required by the
Contracting Officer within a reazonable time
efter tha notlee of defect or nonconformance,
choll repay cuch portion of the contract price
of the article o3 i3 equitcble under the
clreumstanees,

8 1006.1332 Option to termnate fized
overkead rates, Al cost-plus-a-fixed-
fee contracts in which the clause s=26
forth in 5 1006.1326 is contained, will in-
clude the following clauce:

Option to termingte fized overhead rates.
(a) Cither party to this confrzct chall have
the option to tcrminata the operation of
fixed overhead rates, o3 provided In clauco
-—mmea Bereof, in thae event that a reaconably
accurata forecast of overhead rates iz deter-
mincd to b2 impracticoble. The option to
terminata the uoa of fized overhead rates for
the future pericd choll be Invoked on written
notice, prior to the cffective date of everhead
rate revision for the next succeeding period.

{b) Termination of fixed overhecd rates
chall b2 evldenced by a supplemental agrecs
ment to this contract, providing for reim-
burcoment of overhecd on the basls of
oudited actunl cost for: the period sube
cequent to the dato of termination undsp
this clauco,

£ 10606.1333 Inspection specifications.
The following clause may be included 1n
any supply contract calliny for the
furnishing -of aircraft or associated
equipment:

Inspeetion speclficetion. The Controctor’s
Quallty Control System hercunder shall con-
form to the general requirements set forth
in Militory Specification MII~Q-5323, dated
8 Docember 1039, as cald specification may
from time to time be amended.

§ 10061334 Ceiling prices. All fixed-
price supply contracts, including ex-
hibits submitted under fixed price opan
and call contracts, shall contain the
following certification:

Celling pricca. Toe Contractor warrants
that the prices chown are nof In ezeess of
applicable celling prices, If any, established
by the L:gnomic Stabflization Agency or
other authorized azency, and in effect upon
the date hercof, for the supplies or services
to b2 furnished hercunder.

§ 1006.1335 Recovery of pension bene-
fits to the Government. The follomnz
clauze vwill be included in all nezotiated
supply contracts which exceed, or may
exceed, one million dollars:

Recovery of pension benefits to the Gorerne
ment, Within nine months follswing ter-
mination or completion of this contract the
Contractor will pubmit to the Contraocing
Cfiicer a statement of the value of the non-
vested retirement benefits cancelled a3 2 re-
sult of dizmizcal of employecs together with
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extracts from the records of the Contractor
showing how said value is arrived at. Upon
receipt of such statement the Contractor and
the Contracting Officer shall negotiate to de-
termine the amount of the refund or allow-
ance, if any, which is due to the Government
by reason of the fact that such cancelled
benefits were purchased in connection- with
work wunder Government contracts. The
amount agreed upon by negotiation shall be
paid by the .Contractor to the Government
in cash or by credit against sums due from
the Government to the Contractor as may
be agreed upon. Fallure to agree upon the
amount or method of repayment shall be
treated as a dispute within the meaning of
the clause hereof éntitled “Disputes”

SUBPART N—APPROVED CONTRACT FORMS
(STANDARD, DEPARTMENT OF DEFENSE, AND
AIR FORCE)

§ 1006.1401 Scope of subpari. This
subpart sets. forth instructions for the
use of approved contract forms (Stand-
ard, Department of Defense, and De-
partment of the Awr Force) which are
prescribed for use within the Air Force.

§ 1006.1402 Applicability. Use of the
contract forms prescribed m this part 1s
governed by the Armed Services Pro-
curement Regulation (Subchapter A,
Chapter IV of this title) Subchapter J
of this chapter, or other special regula-
tions or directives that may be 1ssued
for the particular contract concerned.

§ 1006.1403 Coniract clauses. (a)
General. Many of the contract clauses
to be included when these forms are
used are not set forth in full in the forms
themselves but are incorporated only by
reference to sections of Subchapter A,
Chapter IV of this title or particular sec-
tions of Subchapter J of this chapter.

b) Short forms. Where, as mn the
case of some of the short contract forms,
for example, DA AGO Form 383, Order
and Voucher for Purchase of Supplies or
Services Other Than Personal, and DD
Form 327, Contract for Movement of
Household Godds and Effects, the forms
themselves contain shorter or modified
versions of contract clauses, the use of
shorter or modified forms 1s authorized
notwithstanding the provisions of the
preceding subparts of this part.

§ 1006.1404 Deviations. Deviations m
format, size, or content, of approved con-
tract forms are not permitted except as
authorized herein, unless prior written
approval 1s obtained i1n each ecase, from
the Deputy Chief of Staff, Matériel,
Headquarters United States Awr Force.

§ 1006.1405 Local reproduction. Un-
less specifically authorized in this part,
the forms listed in this part may not be
reproduced locally except. with the prior
approval of the Awr Adjutant General.

§ 1006.1406 Swpecial purpose contract
forms. Contract forms which have here-
tofore been approved for particular use
by the Deputy Chief of Staff, Materiel,
Headquarters United States Air.Force,
and which are not listed 1n this subpart
on account of their special nature, may
continue to be used by the procuring
activity concerned in accordance with its
instruetions if such forms are not mecon-~
sistent with the policies of Armed Serv-
1ces Procurement Regulation or Sub-
chapter J of this chapter,
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§ 1006.1407 Supply of certan forms—
(a) Requisitions. Supply of the forms
listed below should be requisitioned
through normal publications supply
channek. Requisitions will be held to
the absolute mimimum stock necessary to
meet current requurements to avoid waste
upon change in format by the Depart-
ment of the Air Force. Requsitions for
cut-sheet forms will contain nomencla-
ture mndicated below*

(1) Standard Form 26, Award (Supply

Contract).
(2) Standard Form 30, Invitation and Bid
(Supply Contract).
(3) Standard Form 31, Schedule (Supply
(4) Standard Form 33, Invitation, Bid, and
Award (Supply Contract).
(6) Standard Form 36, Continuation Sheet
(Supply Contract).
Standard Form 1036, Statement and
Certificate of Award.
('7) Standard Form -32, General Provisions
(8) DD Form 351, Negotiated Contract
(Department of Defense).
(9) DD Form 351-1, Schedule.
{10) DD Form 351-2, Signature Page.
(11) WD Form. 18, Purchase Order (with
reverse side blank).

(b) Reproducible masters. Cut sheet
section, will be used when 10 copies or
less, including orginal, are requred or
when the volume -of contracts does-not
Justify the use of more expensive repro-
ducible masters and thé opération of
reproduction equipment. When more
than 10 copies, including original, of the
tracts justifies such action, the use of the
die-impressed stencils to produce mul-
tiple copies of Standard Forms 30, 31, 33,
and 36; DD Forms 351, 351-1, and 351-2;
and WD Form 18 1s authorized.

(c) Preprinted backs. The Termsand
Conditions of the Invitation for Bids
Forms 30 and 33 are 1dentical and have
been printed as one standard back on
reproducible paper. This paper will be
used mn reproducing multiple copies of
Standard Forms 30 and 33 from the
stencil masters.

§ 1006.1408 Supply coniract; formal
Forms 26, 30, 31, and 32. (a) This form
of contract consists of Standard Form
26, Award; Standard Form 30, Invita-
tion and Bid, Standard Form 31, Sched-
ule; and Standard Form 32, General
Provisions Standard Form 36, Continu-
ation Sheet, will be used to provide addi-
not provide sufficient space.

(b) The decision concerning the use
of the long-form method or the short-
form method for particular procure-
ments 1s discretionary with the contract-
ing officer, subject to any limiting in-
struetions that may be 1ssued by the head-

(¢) General provisions, in addition to
those contamed n Standard Form 32,,
may be added to the contract as required
by the Armed Services Procurement
Regulation, Subchapter J of this chap-
ter, and other pertinent directives, with
appropriate reference in the Schedule.

Contract).
(6)

(Supply Contract).
forms indicated m paragraph (a) of this
forms are required or the volume of con-
which appears on the back of Standard
advertissng (ong form)  Standard
tional space if Standard Form 26 does
of the procuring activity concerned,
Any other contract clauses that are ap-

proved for use may be added as addl
tional general provisions and incorpo-
rated by reference in the Schedule, or
may be placed in the Schedule: Pro-
wnded, That they are not inconsistent
with the General Provisions in the form.

§ 1006.1409 Supply contract; formal
advertising (short form), Standard
Forms 33 and 32. (a) This form of con-
tract consists of Standard Form 33, In-
vitation, Bid, and Award, and Standard
Form 32, General Provisions. Standard
Form 36, Continuation Sheet, will b
used to provide additional space if the
award porfion of Standard Form 33 is
not sufficient.

(b) Concerning the use of: this short-
form method, see § 1006.1408 (b)

(¢) Concerning the insertion of addi-
Eional general provisions, see § 1006.1408

c)

§ 1006.1410 Supply contract; negoti«
ated (long form) DD Form 351. ()
This form of contract consists of DD
Form 351, Negotlated Contract; DD
Form 351-1, Schedule Page; and DD
Form 351-2, Signature Page,

(b) This form is authorized for use
in negofiated contracts, whether flxed-
price or cost-reimbursement, for tho
procurement of supplies or services othet
than the construction, alteration, or re-
pair of buildings, bridges, roads, or other
kinds of real property. There s no
monetary limitation on the use of the
form and it may, therefore, bo used ro-
gardless of amount. This form will bo
used with Standard Form 32 or such pro«-
visions as may be-authorized for incor-
poration in particular classes of con-
tracts, Standard Form 36 may be used
to provide additional space if DD Form
351-1 is not sur{lcient.

\

§1006.1411 Order and voucher for
purchase of supplies or services otlher
than personal, DA AGO Form 383. ()
This form of contract consists of DA
AGO Forms 383 (front side) and 383a
(reverse side), with memorandum coples
(yellow) DA AGO Form 383c (yecllow)
is the carbon copy of DA AGO Form 383,
and DA AGO Form 383a (yellow) 1s tho
carbon copy of DA AGO Form 383a,
The form Is used In conneotion with
the small purchases procedure authore
ized under Air Force Regulation 70-15.

(b) A continuation sheet (DA ACO
Form 383b) 1is provided for this form
with reverse side blank. DA AGO Form
383d (yellow) is the carbon copny of DA
AGO Form 383b; both of these forms are
available in cut-sheet and 10-copy car=
bon interleaved snap-out form.

§1006.1412 Purchase order; WD Form
18. (2) WD Form 18 is used for nego=
tiated purchases only. The Conditions
appearng on the reverse of this form are
now obsolete and are replaced by Stand-
ard Form 32, General Provisions, which
form will be used with WD Form 18.
Standard Form 36, Continuation Sheot,
may be used with this form when addi«
tional space is required.

(b) This form is available for optional
use for procuring any supplies oxr services
(other than personal) regardless of the
number of payments involved, whoro!

(1) The amount of the purchaso s
less than $100,000.
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(2) No special contract provisions are
required, the insertion of which in the
particular case would unduly complicate
the form.

(3) Signature by the contractor evi-
dencing acceptance of the order 1s not
required, and 1s not desired. Signature
by the contractor 1s not required where
the amount of the order 1s nof 1 excess
of $5,000, or the amount of the order
1s 1 excess of $5,000 but less than
$100,000, and the order 1s preceded by
-an oral or written quotation or 1s based
on g price list,

(¢) Where purchases exceed $1,000,
Standard Form 32 will be attached to
the form. Where purchases do not ex-
ceed $1,000, a continuation sheet, 1n lieu
of Standard Form 32, will be aftached
contaiming the followmng contract
clauses: -

(1) Conwvict labor as set forth n
§ 406.103-5 of this title.

(2) Nondiscrimingtion in employment
as set forth in § 406.103-18 of thus title.

(3) Officials not to benefit as set forth
in § 406.103-19 of this title.

(4) Covenant contingent fees as seb
forth in § 406.103-20 of this title.

(5) Renegotiation. (Insert the same
clause-authorized for DA AGO Form 383
1 Axr Force Regulation 70-154, January
31, 1952.) ™~

(6) Ceiling prices as set forth in
§ 406.103-22 of this title. In either
event, additional or optional contract
clauses shall be inserted on continuation
sheets as required by the Armed Services
Procurement Regulation, Subchapter J
of this chapter, or procuring activity
mstructions.

§ 1006.1413 Delivery order* DA AGO
Form 383. (a) Pending the develop-
ment of & Department of Defense de-
livery order form, DA AGO Form 383 15
authorized for use as a delivery order 1n
accordance with Air Force Regulation
70-15.

(b) Delivery orders are used to place
orders under existing contracts, and are
signed by the contracting officer only and
not by the contractor.

§ 1006.1414 Contract for purchase of
services other than personal; AF Form
195. AT Form 195 1s authorized for use
1n the procurement of services of archi-
tect-engineers on a fixed-price basis,
after negotiation, in accordance with
A1r Force Regulation 93-13.

§ 1006.1415 Contract for movement of
household goods and effects; DD Form
327. (a) DD Form 327 will be used in
accordance with the instructions con-
tamed m section II,-Commercial Traffic
Bulletin 13, 1946.

(b) This form 1s not applicable for
use 1 effecting procurement outside the
United States, its Territories and Pos-
sessions. Authority 1s granted for the
Commanding General, Air Materiel
Command, to prescribe suitable forms
for such procurement, using this form
as a general gmde,

§ 1006.1416 Invitation for bids (con-
struction contract) WD Standard Pro-
curement Form 116. (a) WD Standard
Procurement Form 116 1s prescribed for
use 1n the procurement of construction
by formal advertising pending the prep-
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aration of a revised Invitation for Blds
(construction contract) form. ‘This
form may be reproduced locally on
8 x 101% paper by use of stencll, master,
direct-image plate or typewriter only.
Printing by typesetting or photo-mecha-
nized process is prohibited.
WD Stawparp ProcunenEenT Fonre 116

BIANO: cacceee e Bldder ceceveccmennaa
(Do not write above this line)
Serial NO, commeme-. ——————a—-

INVITATION FOR BIDS
(CONSTRUCTION CONTRACT)

(Address)
(Date)
Project:
1. Sealed bids In ..., (duplicato
unless otherwise specified herein) will bo
received until 19 , and then

publicly opened, for furnishing all plant,
Iabor, materinls, and equipment and .por-
forming all work for thg above-deseribed
project in strict accordance with the gpecl-
ficatlons, schedules, drawings, and addenda
as follows:

2. Blds will be submitted in cealed enve-
lopes upon the attached Government Form
qof bid, and marked in the upper left-hand
corner “Bid under Serial NO. cecaaa.. — . }
be opened womceeeecne , 18....," the cerlal
number Indlcating the project for which
the bld is submitted. The bidder who is
awarded the contract will be required to ex-
ecute the contract form for construction
(MCP Form 71-4) which Is attached hercto,

3. The right is reserved, as tho interest
of the Government may require, to reject
any and all bids, to walve any informality
in bids received, and to accept or roject any
or all items of any bid, unless the bidder
qualifies such bid by specific Umitation,

4. Bld bond on Standard Form 2% in g
penal sum of not lecs than ...._.. percent of
the bid price (20 percent unlecs otherwice
specified) will be required with each bid i
the bid price is in excess of §2,000.

5. Bldders should carcfully examine the
drawings and speclfications, visit the cite of
the work, and fully inform themcelves as to
all conditfons and matters which can in any
way affect the work or the cost thercof.
Should a bldder find discrepancles in, or
omissions from, the drawings, specifieations,
or other documents, or should he be in doubt
as to their meaning, he should at once notify
the Contracting Officer and obtain clarifica~
tion prior to submitting any bid.

6. Each bidder *(shall fncloze with his bid)
(shall furnish upon requcst) o statement of
whether he {5 now or ever has been engaged
in any work similar to that covered by the
speclfications hereln, the year in waich such
work was performed, and the manner of its
execution, and giving such other Information
as will tend to show the bldder's obllity to
prosecute the required work.

7. The bldder ghall state in his bld that
he has avalinble or under his control plant
of the character and in the amount required
to complete the proposed work within the
specified time. Each bidder schall, 3(upon
request by the Contracting Ofiicer), furnizh
& list of the plant proposed for uce on tha
work.

8. Where cets of drawlngs are requested
by bonge fide bldders o maximum of ...
...... sets will be furnished any one bidder,
1A depositof 8 per cot will
be required to insure their roturn. The
deposit should be in the form of o United
States money order or o certified cheel: mado
payable to the “Treasurer of the United
States.” The deposit, if made, will be re-
funded if the drawings are returned in good
condition, transportatlon prepatd, to the

3Delete inapplicable provision.
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icoulng ofiice within 15 doys after the opening
of bidg,

9. When not otherwice specified in para-
graph 1 of the Speclal Conditisns of the
attached specifications, the bidder must
state the least number of caolendar days
(counting Sundays and holidays) after date
of recelpt of notice to proceed in which he
will complete performance. In stating time,
the bldder should make due allowance for
probable difiiculties which may be encoun-
tered. For the purpoze of comparing bids,
there will be added to each bid other than
the one offering to complete in the shortest
time, an amount equal to the daily Mgui-
dated damages named in the Spzelal Condi-
tions of the attached specification multiplled
by the number of calendar days that such
bidders have named for performance of the
work in excecs of the days named by the
bldder proposing to do the work: in the chort-
est time.

10. Modifications pricr to date set for
opening blds. The right {5 recerved, a3 the
interest of the Government may require, to
revice or amend the cpecifications and/or
drawings pricr to the date cet for opening
blds. Such revisions and amendments, if
any, will ko announced by an addendum or
addenda to this Invitation for Bids. Coples
of such addenda as may be 1zsued will ke
furnished to all prospective bidders. If the
rovislons and amendments are of a nature
which require material changes in quantities
or prices bid or both, the date =2t for opening
blds may be postponed by such number of
days as In the opinlon of the Contracting
Officer will enable bidders to revice thelr bids.
In guch cace, the addendum vwill include an

“gnnouncement of the new date for openinz
bids.

8 1006.1417 Bid (construction con-
tract), WD Standard Procurement Form
117 WD Standard Procurement Form
117 is prescribed for use in the procure-
ment of construction by formal advertis-
ing pending the preparation of a revised
bld (construction contract) form. This
form may be reproduced locally on 8 <
1034 paper by use of stencil, master, di~
rect-imase plate or typewriter only.
Printing by typesetting or photo-mech-

anlzed process Is prohibited.
WD Starparn ProcurenteENT Forar 117
Bld NO. ceamaen —
Serial N0w e
BID
{CONSTRUCTION CONTRACT)
Date .. ———
To:
(Addrecs)
Profcct:

In compliance with your invitation forbids
dated the undersigned
hercby propozes to furnish the plant, labor,
materials, and equlpment and perform all
work for the above-dezeribed project in strict
accordanca with the spedifications, cehedules,
dravings, and cddenda numbzred—

for conslderation of: 3(.
dollars and mee e cvcmacan cents) and agrees,
upon recaeipt of written notlce of an award
of tha contraet within ____=___ days (30 days
unlezs ctherviica specified hereln), after the
date of oponing of the bids, that he twill
exccute tho contract (2MCP Form Ti-4), in
accordance with this bid as accepted, and if
the conslderation of the contract twill exczed
£2,000 in amount will furnizh to the Gov-
ernment o porformance bond on Standard
Form 25 or Standard Form 25B and & pay-
ment bond cn Standard Form 23A or Stande
ard Form 23C with good and sufficient surety
or surctles, as requlred by the cpecifications,
at tho time that the contract 15 executed.
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The bidder further agrees that if awarded
the contract he will commence to work
within eaeeeaaa calendar days after receipt
of written notice to proceed *(provide the
plant and equipment as set forth In at-
tached schedule) and that he 1(will fully
complete the work ready for use not
later than calendar
days after the date of receipt of notice to
proceed) * (will prosecute the work at an
average rate of not less than
cubic yards per month after the limiting date
fixed for commencement as specified in para-
graph SC-1 of the specifications.)

Security (Bid Bond—Standard Form 24) i
required by the invitation is inclosed.

Nore: If the bidder is a corporation, indi-
cate State of incorporation under signature;
and if & partnership, give full names of all
partners.

By

(Title)

(Business address)

§ 1006.1418 Request for proposal and
contractor’s proposal (short form) WD
Form 104. (a) WD Form 104 1s a short
form and is used for negotiated pur-
chases only. It may be used for pro-
curement by negotiation of supplies
(excluding construction work) for small
amounts where effective competition
exists and where the information to be
obtained from suppliers may ordinarily
be confined substantially to the quota-
tion of prices.

(b) Changes may be made in this form
to ‘accommodate the needs of the par-
ticular procurement. 'This also applies
to the statutory authority now appear-
ing on the form, which should be Public
Law 413, 80th Congress. Wherever the
statutory citation has not been changed,
the form will be corrected and cextain
other minor changes made.

§ 1006.1419 Request for proposal and
contractor’s proposal’ (long form) WD
Forms 105, 1054, 105B, and 105C. (a)
‘This long form, which consists of WD
Forms 105, Request for Proposal and
Contractor’s Proposal; 1054, Cost Analy-
sis; 105B, List of Subcontracts and Sup-
ply Orders; and 105C, Instructions for
Completing WD Form 105, 1s used for
negotiated purchases only. These forms
may be used for procurement, by negotia-
tion, of supplies other than construction,
when, in the opimon of the-contracting
officer, detailed cost or price information
should be obtained from suppliers as an
aid to adequate negotiation. Within the
scope of the foregomng rule, the Air Ma~
tériel Command may preseribe more pre=
cisely the size and types of procurement
for which these forms are to be used.

(b) The use of the related forms with
‘WD Form 105 1s discretionary. The pro-
curement office 1s required to select and
specify (withun established limits) the
data expected. This, the procurement
office has latitude to use the related
forms according to the necessities of par-
tieular situations, and may relieve the
supplier of the task of compiling infor-
mation which is not pertinent to the
procurement or which is already known
to the procurement office. No contractor
will be asked to complete the forms re-

1 Delete inapplicable provision.
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lated to WD Form 105 with respect to
information which will not be pertinent
or useful 1n properly effecting the par-
ticular procurement, or which'is already
on file with the procurement office.
‘Where necessary, the mformation ob-
tained through the use of the form may
be clarified or amplified through cor-
respondence or personal negotiation..
‘The information submitted in or wifh
‘WD Form 105 and related forms will be
used as a basis of negotiations with the
prospective contractor, in accordance
with the Armed Services Procurement
Regulation, Subchapter J of thus chapter,
and any other mstructions that may be
in force from time to time. One copy
of WD Form 105C, Instructions for Com-
‘pleting WD Form 105, should be sent to
each contractor along with the neces-
sary member of counterparts of WD
.Form 105.

(c) Changes may be made in these
forms to accommodate the needs of the
particular procurement. This also ap-
plies to the statutory authority which
~is.Public Law 413, 80th Congress. Wher-
ever the statutory citation has not been
changed, the form will be corrected and
certain other minor changes made.

§ 1006.1420 Contractor’s statement of
contingent or other fees for soliciting or
securing contract;’ Standard Form 119.
Standard Form 119 will be used without
deviation 1n cases m which:

(da) JAAF PC 12, 1950, requires its use,
an

(b) The Contracting Officer desires to
obtamn information from contractors
or prospective contractors concerning
whether they have employed or retained
any company or person (ofher than g
full-time employee) to solicit or obtain
contracts.

§ 1006.1421 Abstract of bids- (short
form) WD Form 14. This form con-
sists of- one sheet printed on both sides.
Inapplicable mstructions appearing on
the reverse of this form will be disre-
garded,

§1006.1422 Abstract of tds (long
form) WD Form 29. This form{ con-
sists of one sheet printed on both sides.
Inapplicable instructions appearing on
the front page of this form will be dis-
regarded.

§ 1006.1423 Abstract of tids (long
form~—continuation sheet) WD Form
29A. This form consists of one sheet
printed on both sides.

§1006.1424 Standard forms of bonds
for Government contracts. (a) The fol-
lowing Standard Forms, revised Novem-
ber 1950, have been prescribed for use
with Government contracts:

a. Standard Fornx 24, Bid Bond.

b. Standard Form 25, Performance Bond.

c. Standard Form 25A, Payment Bond.

d. Standard Form 27, Performance Bond
{Corporate.Cosurety Form).

e. Standard Form 27A, Payment Bond
(Corporate Cosurety Form).

f. Standard Form 278, Continuation Sheet
(Corporate Cosurety Bond).

g. Standard Form 34, Annual Bid Bond,

h. Standard Form 35, Annual Performance
Bond.

(b) Present supplies of Standard
Forms of Beonds for Government con-
-tracts (24, 25, 25-4, 256-B, 25-B1, 25-B3,

25-C, 25-C1, 25-C3, 34, and 35) may ho
used until exhausted,

§ 1006.1425 Security agreement; DD
Form 441. Department of Defense Se-
curity Agreement, DD Form 441 will bo
used in the following instances:

(a) For all precontract neggotiations in
which classified security information is
furnished to & bidder and a DD Form
441 has not been executed.

(b) For effecting & new Seourlty
Agreement upon expiration of Security
Agreements now in effect.

(¢) As a substitution for February
1951 edition of DD Form 441, where the
provisions of section I (B), “Security
Controls,” are applicable for the security
protection or cryptographic information
or “Restricted Data.”

(d) When the prospective bidder or
contractor desires {o exercise the option
to execute the revised Security Agree-
ment in lieu of the February 19561 edition
presently in effect.

Nore: A substantial revision of thls part
is currently underway within the Depart«
ment of the Air Force. This revision, whon
issued, will be pliblished promptly in the
FEDERAL REGISTER.

[sEAL] K. E. THIEBAUD,
Colonel, U. 8. Air Force,
Air Adjutant General,
[F R. Doc. 53-7095; Flled, Aug, 13, 1063;
8:45 8. m,]

TITLE 43—PUBLIC LANDS:
INTERIOR

Chapter I—Bureau of Land Manage«
ment, Department of the Interior

Appendix—Public Land Ordors
[Public Land Order 910]

ALASKA

WITHDRAWING PUBLIC LANDS FOR USE OF
THE DEPARTMENT OF THE ARMY FOR
MILITARY PURPOSES

By virtue of the authority vested in
the President and pursuant to Executive
Order No. 10355 of May 26, 1952 (17T F R,
4831) it is ordered as follows:

Subject to valid existing rights the
following-described public lands are
hereby withdrawn from all forms of ap=
propriation under the public-land laws,
including the mining and mineral=leag-
ing laws, and reserved for the use of the
Department of the Army for military
purposes:

Beginning at a polnt, from which Station
1146-69.4 on the Alaska Highway, as estabe
lished by the Bureau of Public Roads and
which lles northwesterly 8 miles from the
west bank of the Gerstlo River, bears North,
31° 24’ E., 15,840 feet, approximate latitudo
63°50' N., longitude 145°12’ W., thenco
8.81° 24’ W., 23,760.0 feot;

S. 58° 36’ E., to a point in the west bank of
the Gerstle River;

Northeasterly, along the west bank of the
Gerstle River to the south right-of-way
line of the Alaska Highway;

N. 61° 41.6' W., 1,320.0 feet;

S. 56° 30' 'W., 19,049.5 feet;

N. 68° 36" W., 34,124.88 feot to the polnt of
beginning.

The tract described contains approxi=
mately 20,000 acres,
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1% 15 intended that the Jands described
above shall be returned to the Admine
istration of the Department of the In-
terior when they are no longer needed
for the purposes for which they are re-

served.
OrME Lewis,
Assistant Secretary of the Interior,
AvucusT 7, 1953.

[F. R. Doc, 53-7099; Filed, Aug. 12, 1953;
8:46 a. m.]

[Public Land Order 911]
COLORADO

WITHDRAWING PUBLIC LANDS FOR USE OF
ATOMIC ENERGY CODMMISSION

By virtue of the authority vested in
the President and pursuant to Executive
Order No. 10355 of May 26, 1952 (1T F. R.
4831) ib1s ordered as follows:

Subject to valid existing rights, the
public lands 1n the following-described
areas in Colorado are hereby withdrawn
from g1l forms of appropriation under
the public-land laws, imncluding the min-
ing and mneral-leasing laws, and re-
served for the use of the Atomic Energy
Commussion:

NeEw MEXICO PRINCIPAL MERIDIAN
T. 47N, R. 20 V. (ga:tly unsurveyed),

Secs. 1 and 2;
Secs. 10 and 11,

The areas described aggregate 2,560
acres.

This order shall take precedence over
but shall not otherwise modify depart-
mental order of April 8, 1935, establish~
ing Colorado Grazing District No. 4.

1t 1s mntended that the lands above de-
scribed shall be returned to the admin-
istration of the Department of the In-
terior when they are no longer needed
for the purpose for which they are re-

served.
OrME LEwis,
Assistant Secretary of the Interior

August 7, 1953.

[F. R. Doc. 53-7096; Filed, Aug. 12, 1953;
8:45 a. m.]

TITLE 47—TELECOMMUNI-
CATION

Chapter I—Federal Communications
Commuission

ParT 2—FREQUENCY ALLOCATIONS AND
RabdIO TREATY MATTERS; GENERAL RULES
AND REGULATIONS

IISCELLANEOUS AMENDMENTS TO LIST OF
TREATIES

In the matter of amendment to Ap-
pendix A to Part 2 of the Commussion’s
rules and regulations, list, for informa-
tion_only, of {reaties.

At a session of the Federal Communi-
cations Commssion held af its offices in
Washington, D. C.,, on the 5th day of
August 1953;

The Commission having under con-
sideration Appendix A to Part 2 of its
rules and regulations; and

FEDERAL REGISTER

It appearing, that the proposed
change is not substantive and does not
m any way affect the requirements of
any of the Commission’s rules and regu-
Iations; and

It further appearing, that because of
the informational nature of the proposed
changes, notice and public procedure
thereon as prescribed by section 4 (a) of
the Admimstrative Procedure Act is un-
necessary, and that this order may he
made effective immediately for the same
reasons.

It 1s ordered, That, effective immedi-
ately, Appendix A to Part 2 of the Com-
mission's rules and regulations is
amended as set forth below.

(Sec. 4, 48 Stat. 1066 as amended; 47 0. B. O,
154)

Released: August 7, 1953.

FEDERAL COLIITUNICATIONS
COLILISSION,
W. P. MAssSING,
Acting Secretary.

1. Amend date which is included in
the title of Appendix A to read as fol-
lows: “(As of July 1, 1953).”

2. Under Paragraph 1. “1937, TS 938"
add the following parenthetical nota-
tion: “(Not available at Government
Printing Office).”

3. Under Paragraph 1. “1941, EAS
2277 add the following parenthetical
notation: “(Not available at Govern-
ment Printing Office) »

4, Under Paragraph 1. “1949—Inter-
American Radio Agreement—"add TIAS
2489 as the Series number and delete
the parenthetical notation at the end
of the subject matter,

5. Under Paragraph 1. “1850—Radio
communications betwen amateur sta-
tions on behalf of third parties—Fcun«
dor” add TIAS 2433 as the Series number
and delete the parenthetical notation.

6. Under Paragraph 1. Add the fol-
lowing chronologically*

1951 TIAS 2459 Agreement botween
the United States of Ameriea and Cuba con-
cerning the control of electromegnetic radi-
ation., Entered into forco: Dcecember 18,
1951,

7. Under Paragraph 1.
lowing chronologically*

1951 TIAS 2259 Use of Foellitles of
Radlo Ceylon. Agreement between tho
United Statez and Ceylon. Entered into
force: MNIny 14, 1951,

8. Under Paragraph 1. “1952—Radio
communications betwesn amateur sta-
tions on behalf of third parties—Cuba’*
add TIAS 2520 as the Series number and
delete the parenthetical notation.

9. Under Paragraph 1. “1952-—Treaty
with Canada effective May 15, 1952" add
TIAS 2508 as the Series number and
delete the last sentence of the subject
matter.

10. Under Paragraph 1. Add the fol-
lowing chronologically*

1952 TIAS 2705 London Rgvision
(1952) of the London Telecommunications
Agreement (1949) between the United States
and Canada and Certain British Commone

[sEAL]

Add the {ol-

4837

wealth Governments. Entered into forca:
Oct. 11, 1952 (2ot avallable at Government
Frinting Office).

11. Under Paragraph 1. Add the fol-
lowing chronolozically-

1053 TIAS 2548 United States and
Donmark. Registration of Frequencles Used
in Greenland by Unlted States authorities.
Entered Into force: April 4, 1952,

12, Under Paragraph 1. “1952—Agree-
ment between the United States of
America and Canada which Assigns Tele-
vislon Frequency Channels to Cities

» within 250 Miles of the United Sfates-

Canada Border” add TIAS 2594 as the
ESerles number,

13. Under Paragraph 1. Add the fol-
lowing chronolozically:

1948 TIAS 2495 International Con-
vention for the Safety of Life at Sea and
annexed Regulations. Signed at Xondon,
June 10, 1848, Enteged into force: Novem-
ber 19, 1852,

14, Under Paragraph 1. Delete the
Tollowing:

1929 TS 910 Safety of Life st Sea
Conventlon with Regulations between the
United States of America and Other Powers,
cigned at Xondon May 31, 1929,

15. Under Paragraph 1. Delete the
o following:
1830 TS021  Amendment to Regula~

tlon XIX of Annex 1 to the Safety of Life at
Sea Conventlon. December 31, 1830.

16. Under Paragraph 2: Add the fol-
lowing in chronological order:

1623 ™S 910 Safety of Life at Sea
Conventlon with Regulations between the
Unlited States of America and Other Powers,
clgned at London May 31, 1829. Denuncia-
tion notified by the United States November
19, 1952, to bo effective November 19, 1953,

17. Under Paragraph 2: Add the fol-
Iowing chronolozically*

1930 TS 521 Amendment to Regue
Iation EIX of Annex 1 to the Safety of Life
at Sea Convention. December 31, 1830.
Denunciation notified by the Unifed States
November 19, 1952, to ba effective November
18, 1853,

18. Under Paragraph 3: “1952—Agree-
ment between the United States of Amer-
ica and Canada for the purpose of
promoting Safety on the Great Lakes by
Means of Radio. The Agreement ap-
plles to vessels of all countries as pro-
vided for in Article 3—etc.” amend the
entire entry to read as follows: “1952—
Arreement between the United States
of America and Canada for the purpose
of promoting Safety on the Great Lakes
by Means of Radio. The Agreement ap-
plies to vessels of all countries as pro-
vided for in Article 3. Enters into force:
November 13, 1954. (Not available at the
Government Printing Office.)

19. Under Paragraph 3: Delete the
following: “1948—Internationzl Conven-
tion for the Safety of Life at Sea and
annexed Rezulations. Sisned at YLon-
don, June 10, 1948. Enters info force:
November 19, 1852, subject to the provi=
slons of Article 11 of the Convention.”

[F. R. Doc. §3-7134; Filed, Augz. 12, 1953;
8:63 a.m.]
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FEDERAL REGISTER

PROPOSED RULE MAKING

FEDERAL COMMUNICATIONS
COMMISSION
[ 47 CFR Part 91
AERONAUTICAL SERVICES
LIGHTER-THAN-ATR CRAFT FREQUENCIES

In the matter of amendment of Part
9 of the Commuission’s rules and regula-
tions governing Aeronautical Services;
Docket No. 10623. .

1, Notice is hereby given of proposed
rule making in theabove-entitled matter.

2. It 1s proposed to anrend § 9.315 of
Part 9 of the Commission’s rules and
regulations governing aeronautical serv-
ices as shown below,.n order to permit
the United States to put into effect the
Atlantic City (1947) Table of Frequency
Allocations 1n accordance with the pro-
visions of the Agreement concluded at
the Extraordinary Administrative Radio
Conference (Geneva 1951), by deleting
the frequencies 6615 ke. and 11910 ke.
as frequencies available for assignment
to lighter-than-air craft and to aero-
nautical stations serving lighter-than-

air craft. Under the EARC Agreement
these frequencies are no longer available
for this service. The frequencies 6615 ke.
and 11910 ke. are not being replaced with
frequencies which may be assigned solely
for lighter-than-air operations since the
aeronautical mobile (R) frequencies are
available for assignment to lighter-
than-air craft and the aeronautical sta-
tions serving the lighter-than-air craft
1n the same manner and extent as they
are available for assignment to aero-
nautical land and aweraft radio stations.

3. The proposed amendment 1s 1ssued
under the guthority of sections 303 (c)
(f) and’(r) of the Commumecations Act
of 1934, as amended.

4. Any interested person may file with
the Commussion on or before August 25,
1953, a written statement or brief in
support of, or i opposition to, the pro-
posed amendment. Comments or briefs
m reply to the origmal comments or
briefs may be filed withun 10 days from
the last day for filing the said original
comments or briefs. ~The Commussion
will consider such comments, briefs, and

» statements before taking action in this

matter. If any comments are recelved
which' appear to warrant the Commig-
sion in holding an oral argument be-
fore final action is taken, notice of the
time and place of such oral argument
will be given such interested parties.

5. In accordanée with the provisions
of §1.764 of the Commission’s rules, an
original and 14 copies of all statements,
briefs, or comments shall be furnished
the Commission.

Adopted: August 5, 1953,
Released: August 7, 1953,

FEDERAL COMMUNICATIONS
COMMISSION,
W. P MassinG,
Acting Secretary.

Section 9.315 is amended by adding the
frequency 3281 ke, to the list-of frequeri-
cies which may be assigned to lightor=-
than-air craft and to saeronautical
stations serving lighter-than-air craft,

[F. R. Doc. 653-7133; Filed, Aug. 12, 1953;
8:63 a. m.]

[seaLl]

-

DEPARTMENT OF THE INTERIOR

Bureau of Land Management
MONTANA

RESTORATION ORDER UNDER FEDERAL POWER
ACT POWER SITE RESERVE NO. 164

AvucGusT 6, 1953,

Pursuant to determunation DA-140-
Montana, of the Federal Power Commis=
sion issued July 10, 1953, and 1n accord-
ance with Order No. 427, section 2.22 (a)
(4) of the Director, Bureau of Land
Management, approved August 16, 1950
(15 P R. 5641) it is ordered as follows:

Subject to valid existing rights and the
provisions of existing withdrawals the
lands hereinafter described so far as they
are withdrawn and reserved for power
purposes are hereby restored to the
status of public domain under the public
land laws as provided by law, subject to
the provisions of section 2407 the Federal
Power Act of June 10, 1920 (41 Stat. 1075;
16 U. S. C. 813) as amended, and subject
to the reservation and stipulation of the
right of the Unifed States, its permittees
or licensees to use the land for power
purposes, that no use shall be made by
others which will in any way interfere
or be inconsistent with the use of -the
land by the United States, its permittees,
or licensees for power purposes; that any
structures, machinery, or improvements
placed thereon which .shall be found to
mnterfere with power development shall
be removed or relocated as may be nec-
essary to elimmate interference with
such development, without expense to
the United States, its permittees or li-

NOTICES

//
censees, and that the United States, its
permittees or licensees shall not be held

liable for any damage to structures, ma--

chinery or improvements placed thereon
resulting from construction, operation
or mawnténance of hydroelectric power
facilities authorized by the United States.

PRINCIPAL MERIDIAN, MONTANA

T.6N,R.5W,,
Sec. 9, W15,
Sec. 14, S,SW4,
Sec. 15, S1,NW;, SW1;, S14,SEY;,
Sec. 17, EL,NEY;, SW,NW1;, S15,
Sec, 22, N5, NEY,SW;, NW4SEY;,
Sec. 23, N1, N14SEY;, SEY, SEY;,

Sec. 24, NWINWY, SWLNWY4, SW1,
NWI4SEl;, SI55EY,

Sec. 25, NEY, N®LNWY, SEYNWY,
N1,SEY,

T.6N., R. 4 W.,

See. 30, lot. 3, E,SW4,

Sec. 31, SWI4{NW1,NEY, NEI4,NWI;.

‘The area described aggregates 2,928.89
acres.

The land 1s-rolling to rough and is pri-
marily valuable and suitable for wildlife
purposes; watershed protection, timber
prdouction and Iimited grazing use.
None of the land 1s suitable for agricul-
tutal purposes.

No applications for these lands may
be allowed under the homestead, small
tract, desert land, or any other non-
mineral public land laws, unless the
lands have already been classified as
valuable or suitable for such type of ap-
plcation, or shall be so classified upon
consideration of an application. Appli-
cations filed involving any or all of these
lands must describe the land in accord-

ance with the most recent approved plat
of survey.

The land described shall be subject
to application by the State of Montana
for a period of 90 days from the dato
of publication of this orderin the Fepenar,
RecrsTerR for & right of way for public
highways or a source of materials for
the construction and meaintenance of
such highways, subject to section 24 of
the Federal Power Act, as amended, and
the stipulations herein provided.

‘This order shall not otherwise affect
the status of the lands until 10:00 . m,
on the 91st day after date of the publl-
cation of this order in the Feperat, Re(-
IsTER. At that time, the land shall be
subject to application, petition, location
and selection, subject to valld existing
rights, the provisions of existing with.
drawals the requirements of applicable
laws and the 90 day preference right
filing period for veterans and others en-
titled to preference under the act of
September 27, 1944 (60 Stat. 747; 43
T. 8. C. 279-284) as amended,

W B. WALLACE,
Regional Administrator

[F. R. Doc. 53-7136; Filed, Aug. 12, 1063;,
8:564 a. m.]

Geologtcal Survey
* CALIFORNIA AND WYOMING

DEFINITIONS OF KNOWN GEOLOGIC STRUC
TURES OF PRODUCING OIL AND GAS
FIELDS

Former paragraph (c¢) of § 227.0, Park
227, Title 30, Chapter II, Code of Feds
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eral Regulations (1947 Supp.) codifica-
tion of which has been discontinued by
2 document published 1n Part II of the
Feperal, ReciSTER dated December 31,
1948, 1s hereby supplemented by the ad-
dition of the following list of structures
defined effective as of the dates shown:

NAME OF¥ FIELD, EFFECTIVE DATE, AND ACREAGE -

(1) CALYFORNIA

Coal;nmﬂa'Eastside Field (addi- | Apr. 9,123 | 10,743
Cymric Field (revision)...em.. Z\Iav 25.1053 4,842
McKittnck Field (revision) 5,087
Bantiago Field o oooem o Mar 2" 147 530
sotl:tgal I)Belndge Ficld (addi- | Apr. 91853 | 11,501
South Monntam Field do. 2,390
(9) WYOMING

Cole Creek Field (revision)....—| Feb, 24,1933 3,030
East Sossex Field______ .| Sept. 14, 1951 1,440
thﬂe)Buck Creek Field (revi- | Juns 9,1951 1,16)
Meadow Creek Field ____.__._| ar. 13,1852] 5161
North Sage Sprning Creek Field | Apr. 9,1052 1,320
Skull Creek Field (revision)....| June 11,1953 2,990
South Teaput:&eld____.-...- July 20,1951 240
Fiel Jan. 22,1952] L6

West Susexl“ie!d.-__--....-_‘ May 9,1952 8§30

W. E. WRATHER,
Director
[F. B. Doc. 53-7135; Filed, Aug. 12, 1953;
8:52 a.m.}

Office of the Secretary
Arasra

NOTICE FOR FILING OBJECTIONS T0 DRDER
WITHDRAWING PUBLIC LANDS FOR USE OF
THE DEPARTMENT OF THE ARNIY FOR ML=
ITARY PURPOSES?

For aperiod of 60 days from the date
‘of publication of the above entitled order,
persons having cause to object to the
terms thereof may present their objec-
tions to the Secretary of the Interior.
Such objections should be 1n writing,
should be addressed to the Secretary of
the Interior, and should be filed 1n dupli-
cate 1n the Department of the Interior,
Washington 25, D, C. In case any objec=
tion 1s filed and the nature of the oppo-
sition 1s such as to warrant it, a public
hearmng will be heid at 2 convenient time
and place, which will be announced,
where opponents to the order may state
their iews and where the proponents of
the order can explain its purpose, intent,
and extent. Should any objection be
filed, whether or not a hearing is held,
notice of the determnation by the Sec-
retary as to whether the order should be
rescinded, modified or let stand will be
given o all mterested parties of record
and the general public.

Orue LEWIS,
Asswstant Secretary of the Interior.

ATGUST 7T, 1953.
[F. R. Doc. 53-7098; Filed, Aug. 12, 1953;
8:45 a. m.]

1See Title 43, Chapter I, Appendix, PLO
910, supra.

FEDERAL REGISTER

Cororano

NOTICE FOR FILING OBJECIIONS TO ORDER
WITHDRAWING PUBLIC LANDS ¥OR USE OF
ATOLTIC ENERGY COLILIISSION *

For g period of 30 days from the date
of publication of the sbove entitled or-
der, persons having cause to object to
the terms thereof may present their
objections to the Secretary of the In-
terior. Such objections should be in
writing, should be anddressed to the Sec-
retary .of the Interior, and should be
filed in duplicate in the Department of
the Interior, Washingtdn 25, D. C. In
case any objection is filed and the nature
of the opposition is such as to warrant
it, 2 public hearingwill be held at a con-
venient time and place, which will be
announced, where opponents to the or-
der may state their views and where the
proponents of the order can explain its
purpose, intent, and extent. Should any
objection be filed, whether or not a
hearing is held, notice of the detérmi-
nation by the Secretary as to whether
the order should be rescinded, modified
or let stand will be given to all inter-
ested parties of record and the peneral

public.
Onue Lewis,
Assistant Secretary of the Interior.
AvucusT 7, 1953.

[F. R. Doc. 63-7097; Filed, Aug. 12, 10833;
8:45 a. m.]

DEPARTMENT OF COMMERCE

Office of International Trade
[Case No. 167B]

ATranTic & Pacrric Wme & Casre Co.,
ric., ET AL,

ORDER STAYING EFFCCTIVENESS OF OIDER
REVOKING AND DENYING LICENSE PRIVI-
LEGES

In the matter of Atlantic & Pacific
Wire & Cable Co., Inc., Martin Oboler,
President, Irving Rubin, Secretary and
Treasurer, 112-01 Northern Boulevard,
‘East Elmhurst, Iong Island, New York;
respondents; Case No. 157B8.

On apphcation of the above-named
respondents for a stay as to them of the
denial order issued against them and
others under date of July 17, 1953, pend-
ing hearine and final decision of thelr
appeal therefrom to the Appeals Board
of the Department of Conimerce, and it
appearing that good cause exists for sald
stay, It 1s hereby ordered, That said de-
nial order, issued on July 17, 1953, and
published in the Feperan REGISTER On
July 23, 1953 (18 F R. 4345) beand Is
hereby stayed in all respects as to sald
respondents until.finnl decision of thelr
appeal therefrom by said Appeals Board.

Dated: August 7, 1953.

Jom C. Borto:,
Assistant Director Jor Export Supnly.

[F. R. Doc. 53-7128; Filed, Aug. 12, 18{3;
8:52 a. m.]

2See Title 43, Chapter I, Appendix, FLO
911, supra.
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DEPARTMENT OF DEFENSE

Department of the Army
Carme Brinee TOLLS

T0LL CHARGES 07 THE DELATTARE RIVER FORT
AUTHORITY BRIDGE BETWEEIN FEILADEL~
PHIA, PA., AITD CAZIDIXT, N. J., IIOTICE OF
PREHEARDIG CONFERLIICE

Reference is made to previcus notice
rezarding Camden Bridge Tolls, pub-
lished in 18 F R. 4221, July 18, 1953.
The cbove-entitled case Is assizned for
prehearing conference on August 17,
1953, at 2 p. m., e. d. s. t., at the Camden
County Court House, Camden, N. J., for
the purpoze of formulating issues and
considering:

(1) ‘The simplification of issues;

(2) The necessity or desirability of
amendiny the pleadings either for the
purpoce of clarificatfon, amplification,
or limitation;

(3) The pozsibility of making admis-
slons of certaln averments of fact or
stipulations concerning the ucse by any
of the parties to the proceedings of mat-
ters of public record, such as public re-
ports and the like, to the end of avoiding
the unnecessary introduction of preof;

(4) The procedure af the hearmng;

(5) The limitation of the number of
witnezces;

(6) The propriety of prior mutual ex-
change between or among the parties of
prepared testimony and exzhibits, and

(7) Such other matters as may 2id in
the simplification of the ewidence and
disposition of the proceeding.

Wi E. Bzreny,
2Major General, U. S. Army,
The Adjutant General.

{P. R. Dac. 53-7131; Filed, Augz. 12, 1933;
8:53 a. m.]

DEPARTMENT OF AGRICULTURE

Office of the Secretary

AprmasTnaTol, PRODTCYION ARD MARKET-
6 ADLIDTISTRATION

DLLEGATIOXN OF AGTHORITY WITH RESPECT TO
CERTANT FUIICTIONS AND DUTIES

Pursuant to the powers vested in me
by the statutes of the United States,
Executive Orders of the President and
Reorganization Plan No. 2 of 1853 (18
F. R. 3219) there is hereby delezated to
the Administrator, Production and Mar-
Leting Administration, all suthority of
the Secretary of Agriculfure with respzct
to theformulation and issuance of grades
and standards, all matters pertaining to
the commodity market nevs and grad-
inz and inspzcHon services, and the
formulation and issuance of rules and
regulations applicable thereto: Provided,
howerer That authority with respect to
any of the aforementioned functions
which 15 now vested in any other asency
of the Dzpartment is not so delezated.

The Adminiztrotor may redelezate,
with or without power of redelezation,
to any employee of the United States
Department of Agxiculture any or all
the authority vested in bim hereunder,
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All action heretofore taken by the Ad-
mmustrator with respect to the foregomg
matters 1s hereby ratified and confirmed,
and shall remain 1n full force and effect
unless and until expressly modified,
amended, suspended, revoked, or termi-
nated.

Done at Washington, D, C., this 7th
day of August 1953.

{sEaLl E. T. BENSON,

Secretary of Agriculture.

[F. R. Doc. 53-7123; Filed, Aug. 12, 1953;
8:51 a. m.]

FEDERAL COMMUNICATIONS
COMMISSION

[Docket No. 10346]
JAMES GERITY, JR.

o
MEMORANDUNM OPINION- AND ORDER DESIG-
NATING APPLICATION ¥FOR HEARING ON
STATED ISSUES

In re application of James Gerity, Jr.,
Pontiac, Michigan; Docket No. 10346,
Fil: No. BP-8651, for construction per-
mit.

1. The Commussion has before it for
consideration the followmng pleadings
concermmng the above entitled applica-
tion of James Gerity, Jr., for a new sta-
tion at Pontiac, Michigan:

(a) Petition for Rehearing, filed June
8, 1953, by WKMH, Incorporated, li-
censee of WKMF Flint, Michigan;

(b) Petition for Rehearing, filed June
8, 1953, by Chief Pontiac Broadcasting
Company*

(¢) Opposition to petition of Chief
Pontiac for Rehearing, filed June 17,
1953, by James Gerity, Jr.,

(d) Jomt Motion, filed June 17, 1953,
by James Gerity, Jr. and WKMH, In-
corporated;

(e) Answer to Gerity’s Opposition,
filed June 22, 1953, by Chief Pontiac; _

(f) Reply to Answer of Chief Pontiac,
filed June 29, 1953, by James Gerity, Jr.,

(g) Petition for Rehearing filed July
3, 1953, by Chief Pontiac Broadéasting
Company- and

(h) Opposition to Chief Pontiac Pe-
tition for Rehearng filed by James
Gerity, Jr. on July 10, 1953.

2. On November 12, 1952, the Com-
mission adopted an Order providing for
& consolidated hearing on three mutually
exclusive applications, each requesting
the use of the facility of 1460 kiloeycles,
with 2 power of 500 watts, unlimited
time, at Pontiac, Michigan. 'Two of the
three applications were dismissed shortly
thereafter, leaving James Gerity, Jr., as
the only remaining -applicant for the
Pontiac facilities 1m question. The
Hearing Exeminer opened the hearmeg
on November 17, 1952, but immediately
continued the hearing indefinitely to
permit James Gerity, Jr., to file a peti-
tion for reconsideration and grant of his
application without further hearing.
Such a petition was filed on January 22,
1953, and on May 8, 1953, the Comms-
sion adopted an Order (FCC 53-550)
granting this petition and granting the
Gerity application. On May 14, 1953,
the Chief Pontiac¢ Broadcasting Company

NOTICES

filed a petition requesting the Commis-

sion to set aside its action of May 8, _

1953, 1n granting the James Gerity, Jr.,
application. In addition the Chief
Pontiac Broadcasting Company also filed
an application for a new station imn
Pontiae, Michigan, requesting the very
same facilities that the Commission
granted to James Gerity, Jr., on May 8,
1953. On June 3, 1953, the Commssion,
upon consideration-of the facts and ar-
guments set forth in the Chief Pontiac
petition, adopted a Memorandum Opin-
1on and Order (FCC 53-675) denying the
petition and dismissing the Chief Pontiac
application.

3. Subsequent fto the Commission’s
actions of May 8, 1953, and June 3, 1953,
granting the Gerify application and de-
nying the Chief Pontiac petitions re-
spectively, the parties involved have filed
the pleadings set forth in Paragraph 1
above. WEKMH, Inc. (hereinafter called
WEMFE) 1n its petition.for rehearing
filed on June 8, 1953 (Pleading A) sought
to have the Gerity grant set aside on
several grounds. Subsequently, how-
ever, WKMF and Gerity had discussions
looking toward the reduction or elimi-
nation of the interference to WEKMF
which would be caused by Gerity’s sta-
tion. As a result of these discussions,
WEMF and Gerity on June 17, 1953, filed
a Jomt motion (Pleading D) ‘wherein
WEKMIF “scaled down” its June 8, 1953,
petition for rehearing so as to have its
petition “considered solely as a protest
under secfion 309 (¢)” and Gerity con-
sented to “WRMF's petition insofar as
it constitutes a protest under section
309 (c) ”’ While the Chief Pontiac pe-
tition for rehearing of June 8, 1953
(Pleading B) sumply restates the con-
tentions and arguments set forth in its
mitial pleading of May 14, 1953, which
the Commussion denied on June 3, 1953
(FCC 53-675) Chef Pontiac in its plead-
mgs of June 22, 1953, and July 3, 1953
(Pleadings E and @, respectively) con-
tends that Gerity’s change of position—
from opposing to acquiescing to a section
309 (¢) proceeding—is conclusive proof
that the Commussion acted illegally in
granting the Gerity application.

4. Clunef Pontiac’s petitions for re-
hearing (Items 1-B and 1-G above) must
be dismissed on the ground that it was
not aggrieved or adversely affected by
the Commussion’s order. Its only claim
of mterest 1s as an applicant, and it did
not have that status at.the time of the
order 1mn question. We reaffirm our con-
clusion 1 Chief Pontiac Broadecasting
Company (FCC 53-675) released June 5,
1953, that Chief Pontiac has “sustained
no legal prejudice” from the Gerity grant
and our dismssal of Chief Pontiac’s be-
lated application for the facilities
granted to Gerity.

5. On the other hand, WEMF's claim
of mterference from the Gerity grant in
1ssue must be recogmized. ‘Tnere 15 no
dispute to the fact that the Gerity oper-
ation will cause WKMTF to suffer a loss-of
1 percent of the population now receiv-
ing service from WKMF  However we
do not consider it necessary to recognize
the WEMF petition for rehearing (Plead-
ing A) as a protest under section-309 (¢)
of the Communications Act. We recog-

nize it to be, as it was originally filed by
WEKMF a sufficient and timely petition
for rehearing filed pursuant to the pro-
visions of section 405 of the Communicn«
tions Act of 1934, as amended, and we
grant it as such. In doing so, however,
we, for reasons to follow, are staying
the effectiveness of our grant to Gerity
rather than setting it aside.

6. In the past; we, in honoring sco-
tion 405 petitions for rehearing, have
generally vacated the grants in issue,
However such actions were matters of
discretion and not required by the pro«
visions of* section 405. In light of the
clear policy of Congress reflected In the
section 309 (¢) provision for postpono-
ment rather than vacation in cases where
the Commission has once determined o
grant to be in the public interest, the
Commission belleves that in a case such
as this it would be appropriate to apply
the same policy even though a petition
for reconsideration under section 405 ig
involved rather than a protest under seo-
tion 309 (¢) The facts of the case,
rather than a petitioner’s sometimes for-
tuitous choice of remedy (under section
309 (c¢) or 405) shotild be given con-
trolling effect in determining the status
of a protested grant pending hearing.

7. Accordingly, it is ordered, This 5th
day of August 1953, that pursuant to
section 309 (¢) of the Communications
Act of 1934, as amended, the aboves
entitled application of James Gerity, Jr.
for a new station at Pontiac, Michigan
is designated for hearing at a time and
place to be designated in a subsequont
order upon the following issues:

1. To determine the areas and popu=
lations which may be expected to gain
or lose pPrimary service from the opera«
tion of the proposed station, and tho
availability of other primary service to
such areas and populations.

2. To determine the type and chara
acter or program service proposed tp be
rendered and whether it would meet the
requirements of the populations and
areas proposed to be served.

3. To determine whether $he opera-
tion of the proposed station would in-
volve objectionable interference with
station WKMPF, Flint, Michigan, and, if
so, the nature and extent thercof, tho
areas and populations affected thereby,
the availability of other primary servico
to such areas and populations, and the
nature and character of the program
service now being rendered by Station
WEMF to such areas and populations.

It 13 further ordered, That the above
issues are not adopted by the Commis-
sion; hence, the burden of proceeding
with the iniroduction of evidence and
the* burden of proof shall Be on tho
protestant.

It 1s further ordered, That WKMH,
Inc., licensee of Station WKMP, Flint,
Michigan, is made a party to this pro=
ceeding:

It s further ordered, That the effec«
tive date of the Commission’s action of
May 8, 1953, in granting the above-cn«

-titled application is postponed pending

abﬁnal decision in the hearing ordered
above.

It 1s further ordered, That the above
described petitions of WKMH, Inc,, and
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Chief Pontiac Broadcasting Company
are 1n all other respects demed.

Released: August 7, 1953,
FEpERAL COLIIUNICATIONS
COIILIISSION,
W. P. MAssING,
Acting Secretary.

|F. R. Doc. 53-7132; Filed, Aug. 12, 1953;
8:53 a. m.]

[sEar]

'EDERAL POWER COMMISSION

/Docket Nos. G-1668, G-1828, G-1998,
G-2026, G-2132, G-2133]

SouTHEERN UnioN Gas Co, ET AL.

NOTICE OF ORDER AFFIRIING INITIAL
DECISION

AvcustT T, 1953.

In the matters of Southern Umon Gas
{ompany, Docket Nos. G-1668, G-2132;
1@l Paso Natural Gas Company, Docket
iJos. 3-1828, G—1998 and G-2133; West
*fexas Gas Company, Docket No. G-2026.

Notice 1s hereby given that on July 31,
1 953, the Federal Power Commussion is-
sued its order adopted July 29, 1953, af-
1irming itial decision of Presiding Ex-
« mimer 1n the above-entitled matter,

[sEAL] Leon M. F'GQUAY,
Secretary.
F. R. Doc. 53-7108; Filed, Aug. 12, 1953;
B:48 a. m.}

[Docket No. G-1792]

! ’ex4S EASTERN 'TRANSZTSSION CORP. AND
TRANSCONTINENTAL GaAS PrrE ILine
CoORrp.

* JOTICE OF ORDER ISSUING CERTIFICATE OF
PUBLIC CONVENIENCE AND NECESSITY
AvcusT T, 1953,
Notice.is hereby given that on July 31,
953, the Federal Power Comm1ssion 1S-
;ued its order adopted July 29, 1953,
: mending order (17 F. R. 1398) issmng
ertificate of public convemience and
. lecessity 1n the above-entitled matter.

[sEAL] Leon M. Foquay,
Secretary.
F. R. Doc. 53-7109; Filed, Aug. 12, 1953;

8:48 a. m.]

[Docket Nos. G-2010, G-2169, G-2177)
WNoRrRTHERN NATURAL Gas Co. ET AL,

NOTICE OF FINDINGS AND ORDERS -

Avucust 7, 1953,

In. the matters of Northern Natural
25 Company, Docket No. G-2010; As-
ociated Natural Gas Company, Docket
lo. G-2169° The East Ohio Gas Com-
any, Docket No. G-2177.

Notice 1s hereby given that on July 30,
953, the Federal Power Commission 1S-
ned its findings and orders adopted
uly 29, 1953, 1ssuing certificates of pub-
¢ convemence and necessity in the
bove-entitled matters.

[sEaL] Leon M. FuQuay,
Secretary.
_ F..R. Doc. 53-7110; Filed, Aug. 12, 1053;
8:48 a. m.]

FEDERAL REGISTER

[Docket Nos, G-2063, G-2124, G-2125, G-2129,
G-2140)

NortaERN NATURAL GAS CO. ET AL.

NOTICE OF ORDER SEVERING PROCEEDRNGS
AND OMITTING INTERMEDIATE DECISION
‘PROCEDURE

Aveust 6, 1033.
In the matters of Northern Natural

Gas Company, Docket Nos. G-2063 and

G-2125; Independent Natural Gas Com-

pany, Docket Nos. G-2124 and G-2140;

El Paso Natural Gas Company, Docket

No. ‘G-2126.

Notice is hereby given that on August

4, 1953, the Federal Power Commission

issued its order adopted July 29, 1953,

i the akove-entitled matters, severing

proceedings' in Docket Nos. G-2124,

G-2125, G-2126, and G-2140 from Docket

No. G-2063, and omitting intermediate

decision procedure in Docket Nos.

G-2124, G-2125, and G-2126.

[sEaL] Lron M. FoqQuay,
Secretary.
[F. R. Doe, §3-7100; Filed, Aug. 12, 1853;

8:40 . m.}

[Project No. 2097}
NareracoN Hybpro Co.

NOTICE OF OPINION NO. 257 AND ORDER
DENYING APPLICATION FOR LICEIISE

Avcust 17, 1933.
Notice is hereby gmven that on July 30,
1953, the Federal Power Commission is-
sued its opinion and order adopted July
29, 1953, denying application for license
in the above-entitled matter.

{sEear] YIron M. FuQuay,
Secretary.
[F- R. Doc. 53-7111; Filed, Aug. 12, 1953;

8:49 a. m.}

[Docket No. G-2156]
Hore NaturaL Gas Co.
NOTICE OF FINDINGS AND ORDER

AvcusT 6, 1953.
Notice is hereby given that on July 27,
1953, the Federal Power Commission is-
sued its order adopted July 24, 1953, is«
suing a certificate of public convenience
and necessity in the above-entitled
matter,

[searl Leow M. FUQUAY,
Secrctary.
[F. R. Doc, 53-7112; Filed, Aug. 12, 1033;

8:49 a. m.}

[Docket Nos. G-2164, G-2188]

Crty oF AusTtELL, GA. AD CITY OF
FAYETTE, ALA,

ORDER CONSOLIDATIING PROCEEDINGS
AND FIXING DATE OF HEARING

On April 29, 1953, City of Austell,
Georgia (Applicant), filed an applica-
tion, pursuant to section 7 (a) of the
Natural Gas Act, for an order of the

4841

Commicsion directing Southern Natural
Gas Company (Southern Natural) fo es-
tablish physical connection of thelatter’s
transmission facilities with facilities
proposed to be constructed by Applicant,
and to sell and deliver a natural gas sup-
ply to Applicant for local distribution
:I:ithm Austell and adjacent communi-
es.

Southern INatural has been served with
a copy of the application and has made
no objections or reply thereto. Public
notice of the application has been given,
including publication in the FepEran
RecisTeEr on Moy 19, 1953 (18 F. R. 2830)

On June 15, 1953, City of Fayette, Ala-
bama (Applicant), filed an application,
pursuant to section 7 (a) of the Nafural
Gas Act, for an order of the Commission
directing Southern Natural to esfablish
physical connection of the latier's trans-
mission faeilities with facilities proposed
to be constructed by Applicant, and to
sell and deliver a natural gas supply to
Applicant for lecal distribution within
Fayette and to rural customers along
Applicant’s proposed pipeline route.

Southern Natural has been served
with a copy of the application and by
answer filed July 15, 1953, admits it will
have sufficlent capacity and gas avail-
able to supply Applicant’s stated require-
ments without impairing Southern Nat-
ural’s ability to render adequate service
to its existing customers and without
placing an undue burden upon it, Pub-
lic notice of the application has been
given, including publication in the Fep-
znnr.)m:cxsm on July 4, 1933 (18 . R.
3919

The Commission finds: It would be in
the public interest and it s necessary and
appropriate to carry out the provisions
of the Natural Gas Act that thess pro-
ceedings be consolidated for purpose of
hearing,

The Commission orders:

(A) The proceedings at Docket Nos.
G-2164 and G-2188 be and the same
are hereby consolidated for purpose of
hearinz.

(B) Pursuant to the authorify con-
tained in and subject to the jurisdiction
conferred upon the Federal Power Com-
mission by sections 7, 15 and 16 of the
Natural Gas Act, and the Commission’s
rules of practice and procedure, a public
hearing be held commencing on August
20, 1953 at 10:00 a. m,, e. d. s. t., in the
Hearing Room of the Federal Power
Commission, 441 G Street NW., Washinz-
ton, D. C. concerning the matters in-
volved and the issues presented by said
applications.

(C) Interested State commissions may
participate as provided by §§ 1.8 and 1.37
(f) (18 CFR 1.8 and 1.37 (f)) of the
Commission's rules of practice and pro-
cedure.

Adopted: Aucust 5, 1353,
Issued: August 7, 1953,
By the Commission.

[seaLl Lzox M. PuQuay,
Secretfary.
[F. R. Doc. G63-T7101; Filed, Aug. 12, 1933;
8:47 2. m.]
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[Docket No. G-2195]
NORTHERN NATURAL Gas Co.
ORDER FIXING DATE OF HEARING

On June 22, 1953, Northern Natural
Gas Company (Applicant) filed an ap-
plication pursuant to section 7 of the
Natural Gas Act requesting permission
and approval of the Commission ‘{o
abandon certain facilities located 1n Towa,
and Nebraska and heretofore utilized
by Applicant for the transportation of
natural-gas for direct indusirial sale to
Omaha Public Power District and Amer-
1can Smelting and Refimng Company in
Omaha, Nebraska. A supplement to the
said application was filed by Applicant
on July 10, 1953. The application as
supplemented 1s on file with the Com-
mussion and open to public inspection.

Applicant has requested that its ap-
plication be heard under the shortened
procedure provided by §1.32 (b) (18
CFR 1.32 (b)) of the Commission’s rules
of practice and procedure. Notice of the
filing of the application has been given
including publication in the FEDERAL
REGISTER on August 1, 1953 (18 F R.
4528) Such notice provides that pro-
tests or petitions to intervene may be
filed with the Commuission m accordance
with the rules of practice and procedure
on or before August 17, 1953.

The Commussion finds:

(1) The proceeding appropriately may
be disposed of under the provisions of
§ 1.32 (b) of the Commussion’s rules of
practice and procedure provided no pro-
test or petition to intervene raising an
1ssue of substance 1s filed on or before
August 17, 1953, s

(2) Good cause exists for fixmg the
date for hearing upon the application
upon less than fifteen days notice
thereof.

The Commuission orders:

(A) Pursuant fo the authority con-
tained in and subject to the jurisdiction
conferred upon the Federal Power Com-
mission by sections 7 and 15 of the
Natural Gas. Act-and the Commission’s
rules of practice and procedure, a hear-
ing be held on August 18, 1953, at 9:45
a.m, e. d. s. t., in a hearing room of the
Federal Power Commission, 441 G Street
NW., Washington, D. C., concerning the
madtters involved and the issues presented
by such application: Provided, however
That 1n the event no protest or petition
to intervene is filed on or before August
17, 1953, the Commission may, after a
noncontested hearing, forthwith dispose
of the proceeding pursuant to the pro-
visions of § 1.32 (b) of the Commuission’s
rules of practice and procedure.

(B) Interested State commissions may
participate as provided by §§ 1.8 and 1.37
(f) (18 CFR 1.8 and 1.37 (f)) of the
-saxd rules of practice and procedure.

Adopted: August 5, 1953,
Issued: August 7, 1953.
By the Commussion.

[seaL] Leon M. Fuquay,
Secretary.

[F. R. Doc. 53-7102; Filed, Aug. 12, ‘1958;
8;47 a. m.] .

NOTICES

[Docket No. G-2196]
SoUuTHERN NATURAL Gas Co.
ORDER FIXING DATE OF HEARING

Qn June 22, 1953, Southern Natfural
Gas Company (Applicant) a Delaware
corporation with its principal office at
the Watts Building, Birmmgham, Alg-
bama, filed an application for a certifi-
cate of public convenience and necessity

.pursuant to section 7 of the Natural Gas
Act, authorizing .the construction and
operation of certain natural-gas trans-
mission facilities, subject to the juris-
diction of the Commission, as described
mn the application on file with the Com-
mission and open to public inspection.
In the same application Applicant also
seeks authorization pursuant to section
7 (b) of the Natural Gas Act to abandon
certain other facilities as described 1n the
application.

The Commission findst

(1) This proceeding 1s a proper one
for disposition under the provisions of
§1.32° (b) (18 CFR 1.32 (b)) of the
Commussion’s rules of practice and pro-
cedure, Applicant having requested that
its application be heard under the short~
ened procedure provided by the aforesaid
rule for noncontested proceedings.

{2) To this date no protest or petition
1n opposition to said application has been
filed subsequent to the giving of due
notice of the filing of the application,
mcluding publication in the FEeDERAL
REGISTER on July 22, 1953 (18 F R. 4260)

(3) It 1s reasonable and in the public
mterest and good cause exists for fixing
the date of hearmng in this proceeding
less than, 15 days after publication of this
order 1n the FEDERAL REGISTER.

-~ ‘The Commission orders:

(A) Pursuant to the authority con-
tained 1mn and subject to the yurisdiction
conferred upon the Federal Power Com-
mussion by sections 7 and 15 of the Nat-
ural Gas Act, and the Commssion’s rules
-of practice and procedure, a-hearing be
held on August 14, 1953, at 9:30 a. m,,
e. d. s. t., 1n a Hearing Room of the Fed-
eral Power Comnussion, 441 G Street
NW., Washington, D. C., concerming the
matters mvolved and the issues present-
ed by the application herein. Provided,
however That the Commission may,
after a noncontested hearing dispose of
the proceeding pursuant to provisions of
§ 1.32 (b) of the Commission’s rules of
practice and procedure.

{(B) Interested State commissions
may participate as provided by §§1.8
and 1.37 (f) (18 CFR 1.8 and 1.37 (f))
of the said rules of praetice and pro-
cedure.

Adopted: August 5, 1953,
Issued: August 6, 1953.
By the Commuission.

[sEAL] Leon M. FoQuay,
Secretary.
[F. R. Doc. 53-7117; Filed, Aug, 12, 1053;

8:60 a. m.]

[Docket No. G-219'7)
Mississippr VALLEY Gas Co,
ORDER FIXING DATE OF HEARING

On June -22, 1953, Mississippl Vallos
Gas Company (Applicant) a Misslssippi
corporation with its principal place of
business in Jackson, Mississippl, filled an
application for a certificate of “publi)
convenience and necessity pursuant ¢
section 7 of the Natural Gas Act, author
1zing the construction and operation o
certain natural-gas transmission facili
ties, subject to the Jurisdiction of th
Commission, as described in the applicn
tion on file with the Commission an
open to public inspection,

The Commission finds:

(1) This proceeding is r proper on
for disposition, under the provisions o
§1.32 (b) (18 CFR 1.32 (b)) of the Com
mission’s rules of practice and procedure
Applicant having requested that tho ap
plication be heard under the shortene:
procedure provided by the aforesaid rul
for noncontested proceedings, and no re
quest to be heard, protest, or petitio
having been filed subsequent to the glv
ing of due notice of the filing of th
application, including publication in th
PFepeErAL REGISTER on July 9, 1963 (1.
F. R. 4037)

(2) It is reasonable and in the publl
interest and good cause exists for fixin
the date of hearing in this proceedin
less than 15 days after publication o
this order in the FEDERAL REGISTER,

The Commission orders:

(A) Pursuant to the asuthority con
tained in and subject to the jurisdictior
conferred upon the Pederal Power Com:
nmussion by sections 7 and 15 of the Nat:
ural Gas Act, and the Commission’s rule:
of practice and procedure, & hearing b
held on August 20, 1953, at 9:30 a, m.
e. d. s. t., in the Hearing Room of thi
Federal Power Commission, 441 G Stree
NW., Washington, D. C.,, concerning thi
matters involved and the issues presentet
by the application herein. Provided
however That the Commission may
after a noncontested hearing, dispose o
the proceeding pursuant ta provisions o
§ 1.32 (b) of the Commission's rules o
practice and procedure.

(B) Interested State commissions ma
participate as provided by §§ 1.8 and 1.3’
(f) (18 CFR 1.8 and 1.37 (£)) of the soic
rules of practice and procedure.

Adopted: August 5, 1953,
Issued: August 7, 1953,
By the Commission,

[sEAL] LEoN M. Fuquay,
Secretary,
[F. R. Doc. 653-7103; Flled, Aug. 13, 10(3

8:47 . m.]

[Docket No. ID-1142)
DarwiN S, BROWN

NOTICE OF ORDER AUTHORIZING APPLICA] !
TO HOLD CERTAIN POSITIONS
Avaqust 6, 1953,

Notice is hereby given that on Augu |
3, 1953, the Federal Power Commissic’
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issued its order adopted July 29, 1953,
authorzing applicant to hold certamn
positions pursuant to section 305 (b) of
the Federal Power Act i the above-
entitled matter.

[sgaLl LeoN M. FuQUAY,
Secretary.
[F. R. Doc. 53-7113; Filed, Aug. 12, 1953;

8:49 a. m.]

[Projects Nos., 1985, 1986, 1987]
CALIFORNIA-PAcIFIC UTILITIES CO.

[OTICE OF ORDER DETERMINING COST AND
PRESCRIBING ACCOUNTING THEREFOR

AvucusT 6, 1953.
Notice 1s hereby given that on July 29,
953, the Federal Power Comimission 1s-
ued its order adopted July 23, 1953,
letermining actual legitimate original
ost and prescribing accounting therefor
n the above-entitled matter.

[sEAL] Leon M. FuQuay,
Secretary.
F, R. Doc. 53-7114; Filed, Aug. 12, 1953;

8:49 a. m.]

[Project No. 2027]
BapLey INVESTMENT CO.
NOTICE OF ORDER TERMINATING LICENSE

AvucusT 6, 1953.

Notice 1s hereby given that on August
i, 1953, the Federal Power Commission
ssued its order adopted July 29, 1953,
n the above-entitled matter, termi-
1ating license (Minor) effective as of
Jecember 31, 1951.

[seaLl LEeON M. FUQUAY,
Secretary.
'F. R. Doc. 53-7115; Flled, Aug. 12, 1953;

8:49 a. m.]

[Project No. 2117}

SouTHE CAROLINA PUBLIC SERVICE
AUTHORITY

NOTICE OF ORDER ISSUING MINOR-PART
LICENSE

AvcusT 6, 1953.

Notice 1s hereby given that on June 12,
1953, the Federal Power Commission iS-
sued its order adopted June 11, 1953,
ssuung munor-part license (Transmis-
sion Line) in the above-entitled matter.

[sEAL] Lron M. FUQUAY,
Secretary.
[F. R. Doc. 53-7116; Filed, Aug. 12, 1953;

8:50 a. m.]

SECURITIES AND EXCHANGE
COMMISSION
[File No. 1-3237]
ApoLr GOBEL, INC.
ORDER POSTPONING DATE OF HEARING

Ageust 7, 1953,

The °Comm1ssmn, by order dated July
21, 1953, instituted proceedings in the
No. 158——10

FEDERAL REGISTER

ahove-entitled matter under section 19
(a) (2) of the Securities Exchange Act
of 1934 and an investigation under gec-
tion 21 (a) and (b) of said act and or-
dered a public hearing with respect to
the matters specified in said order to be
held at 10:00 2. m,, e, d. 5. t., on August
10, 1953, at the Regional Office of the
Securities and Exchange Commission, 42
Broadway, New York 4, New York,

It now appears to the Commission that
James Rosen has been appointed Tem-
porary Receiver for Adolf Gobel, Inc., in
proceedings, pending in the District
Court of the United States for the Dis-
trict of New Jersey, for the reorpaniza-
tion of the corporation under Chapter X
of the Bankruptcy Act as amended.

Said Temporary Receiver has re-
quested & postponement of the date for
hearing in this proceeding and has ad-
vised the Commission that a Trustee
may be appointed for the debtor in the
week commencing August 9, 1953. The
Comnussion being duly informed in the
prenuses deems it appropriate under the
circumstances to postpone the date of
the commencement of the hearing for
one week; and, ”

It 1s ordered, That the hearing set for

-August 10, 1953, at 10:00 a. m. be and the

same 15 hereby postponed to August 17,
1953, at 10:00 a. m., and,

It s further ordered, That this
amended order shall be served on Adolf
Gobel, Inc., and Anthony D2Angelis, and
this amended order, together with the
original order in this matter shall be
served on James Rosen, Recelver, Adolf
Gobel, Inc., Hudson Dispatch Bulilding,
400 Thirty-eighth Street, Union City,
New Jersey. Such service shall be made
personally or by registered mail forth-
with and this amended order shall bhe
published in the Feperat, REGISTER.

By the Commission.

[searnl Orvan L. DuBors,
Secretary.
[F. R. Doc. 63-7106; Filed, Aug. 12, 1933;

8:48 n. m.]

[File Nos, 54-54, £9-50, 70-559]
NORTHERN STATES PoweRr CO. EL AL,
SUPPLELIENTAL ORDER REVISING FED

Aucust 6, 1953.

In the nmtter of Northern States
Power Company, Delaware, File No.
54-54; Northern States Power Company,
Minnesota, File No. 70-559; Northern
States Power Company, Delaware, and
each of its subsidiaries, File No. 53-50.

The Commission by orders entered
herein on December 21, 1950, April 8,
1952, and May 15, 1952 (Holding Com-
pany Act Releases Nos, 10305, 11145 and
Modifying Order) having approved the
allowance to Sullivan & Worcester of o
fee of $15,000 and expénses of $2,014.21
for thewr legal services as councel to
Cameron Biewend, Class A stockholder
of Northern States Power Company
(Delaware) in the proceedings for the
reorganization of the Northern States
Power Company holding company sys-
tem pursuant to section 11 (e) of the
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Public Utility Holding Company Act of
1835; and

The United States District Court for
the District of Minnesota (Fourth Divi-
slon), in proceedings for the enforcement
of cald fee orders (Civil Action No. 2673
of sald Court) by opinlon entered on
January 12, 1953 and order pursuant
thereto, havinz revised the amount of
sald fee allowance to $20,000; and

Sullivan and Worcester, in order to
avold litization, having indicated thewr
willingness to accept 2 compromise fee
in the sum of $17,500 and the Commis-
slon, being of the opinion that under the
circumstances such sum would be fair
and equitable, having authorized coun-
sel to enter into a stipulation to thaf
effect, and sald stipulation having been
approved by the Court, and the Court
having gmended its order accordingly,

It 13 ‘ordered, That the aggregate
amount of the fee alowances to said
Sullivan & Worcester for thewr legzal
services herein be, and the same hereby
is, revised to read $17,500.

By the Commission.

[seaLl Onvi L. DuBois,
Secretary.
{P. R. Doo. §3-7105; Flled, Aug. 12, 1953;
8:48 a. m.]
[Flle Mo. 70-3034]

CovruzBIA Gas SysSTELS, INC., AND NATORAL
Gas Co, or WEST VIRGINIA

ORDER AUTHORIZING SALE OF SECURITIES EY
SUDSIDIARY TO HOLDING COLIPANY

Avucust 7, 1953.

The Columbla Gas System, Inec.
(“Columbia”), a rezistered holdingz com-
pany, and its wholly owned subsidiary
Natural Gas Company of West Virginia
(“Natural Gas”) = West Virginia corpo-
ration doing a public-utility business in
the State of Ohlo, having filed with this
Commission a joint application and an
amendment thereto, desiznating sections
6 (b), 9 and 10 of the Public Utility
Holding Company Act of 1935 (“the
act”) as applicable fo the proposed
transactions, wherein the applcants
propoge that Natural Gas shall raise the
funds necessary to complete the financ-
ing of its 1953 construction prozram by
issulng and selling to Columbia (a) up
to 3,500 shares of Natural Gas' common
stock at the par value of $100 per share,
and (b) thereafter, but not later than
March 31, 1954, up to $350,000 principal
amount Qf its Installment Promussory
Notes, pavable in equal annual install-
ments from 1955 to 1979, inclusive, with
interest at the rate of 4 percent per
annum or such lower rate, being a
multiple of 15 of 1 percent, as shall be
not less than the cost of money to Co=-
luxgbla on its next sale of Debentures;
an

Due notice of the filing of the appli-
cation havine been given, and a heanng
not having been requested of or ordered
by the Commission; and

It appearing to the Commission that
section 7 of the act is applicable o the
proposed issue and sale of securifies by
Ilatural Gas; and
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The Commussion finding that the ap-
plicable provisions of the act and the
rules thereunder are satisfied and that
no adverse -findings are necessary, and
deemmg it appropriate in the public 1n-
terest and in the interest of investors
and consumers that the, application=-
declaration as amended be granted and
permitted to become effective forthwith:

It s ordered, Pursuant to Rule U-23
and the applicable provisions of the act,
that said application-declaration as
amended be and hereby is granted and
permitted to become effective forthwith,
subject to the terms and conditions pre-
scribed 1in Rule U-24.

‘By the Commussion.

[sEAL] Orvar L. DuBois,
¢ Secretary.

{F. R. Doc. 53-7104; Filed, Aug..12, 1953;
- 8:47 a. m.]

INTERSTATE COMMERCE
COMMISSION
[4th Sec. Application 28345}

CorroN Frox NEw MEXICO \:co OKLAHOMA
AND ARKANSAS

APPLICATION FOR RELIEF

AveusT 9, 1953.

'The Commission is in receipt of the
above-entitled and numbered applica~
tion for relief from the long-and-short-
haul provision of section 4 (1) of the
Interstate Commerce Act.

Filed by' F C. Kratzmeir, Agent, for
carriers parties to-schedule listed below.

Commodities involved: Cotton, in
carloads.

From: Points in New Mezico.

To: Sand Springs and Guthre, Okla.,
Little Rock, Malvern, North Little Rock,
Monticello, and Morrilton, Ark.

Grounds for relief: Competition with
rail carriers, circuitous routes, to apply
rates constructed on the basis of the
short-line distance formula.

Schedules filed contaimng proposed
rates; F C. Kratzmerr, Agent, I. C. C.
No. 4014, supp. 17.

Any interested person desiring the
Commission to hold a hearing upon such
application shall request the Commassion
in writing so to do within 15 days from
the date of this notice. As provided by
the general rules of practice of the Com-
mission, Rule 73; persons other than ap-
plicants should fairly disclose their inter-
est, and the position they intend to take
at the hearing with respect to the appli-
cation. Otherwise the Commission, in
its discretion, may proceed to investigate
and determine the matters mvolved in
such application without further or for-
mal hearing. "If because of aiX emer-
gency & grant of temporary relief is

NOTICES

[4th Sec. Application 28346}

AUTOMOBILES FrROM EVANSVILLE,’IND., TO
SOUTHERN TERRITORY

APPLICATION FOR RELIEF

Avgusrt 10, 1953.

The Comnussion 1s 1 receipt of the
above-entitled and numbered applica-
tion for relief from the long-and-short-
haul provision of section 4 (1) of the
Interstate Commerce Act.

Filed by* R. E. Boyle, Jr., Agent, for
carriers parties to schedule listed below.

Commodities involved: Automobiles,
passenger, new, carloads.

‘From: Evansville, Ind.

To: Points 1n Alabama, Georgia, Lou-
1s1ang (east of the Mississippr River)
Mississippl, Flomda, Kentucky, and
Tennessee.

‘Grounds for relief: Competition with
rail carriers, ciwrcuitous routes.

Schedules filed containing proposed
rates: C. A. Spaminger, Agent, tariff
1. C. C, No. 1118, supp. 63.

Any interested person desirmmg the

Commussion to hold a hearing upon such.

application shall“request the Commis-
sion 1n writing so to do within 15 days
from the date of this notice. As pro-
vided by the general rules of practice
of the Commission, Rule 73, persons
other than applicants should fairly dis-
close thewr iterest, and the position
they intend to take at the hearing with
respect to the application. Otherwise
the Commission, in its discretion, may
proceed to investigate and determine
the matters involved in such application
without further or formal hearmmg. If
because of an emergency a grant of tem-
porary relief is found to be necessary
before the expiration of the 15-day pe-
r10d, a hearing, upon a request filed
within that period, may be held subse-
quently,

By the Commussion.

[sEAL] GEORGE W LAIRD,
Acting Secretary.

[F. R. Doc. 53-7118; Filed, Aug. 12, 1953;
8:50 a. m.]

[4th Sec. Application 28347]

MoULDING SAND FROM ALABAMA TO SWAN
AND TYLER, TEX.

APPLICATION FOR RELIEF

Avcust 10, 1953.
“The Commuission is in receipt of the
above-entitled and numbered applica~
tion for relief from the long-and-short-
haul provision of section 4 (1) of the
Interstate Commerce Act.
Filed by* F. C. Kratzmeir, Agent, for

found to be necessary before the expira- ) carriers parties to schedule listed below.

tion of the 15-day period, a hearing, upon

Commodities involved: Moulding

a request filed within that period, may be ) sand, carloads.

held subsequently.
By the Commission.

[sEAL] GEORGE W TLaAIRD,
Acting Secretary.
[F. R. Doc. 53-7088; Filed, Aug. 11, 1953;
8:50 a. m.]

From: Pomnts i Alabama,

'To: Swan and Tyler, Tex.

Grounds for relief: Competition with
rail carmers, circuitous routes, to apply
rates constructed on the basis of the
shotrg;line distance formula, additional
rou

\

Schedules filed containing proposed
rates: F' C. Kratzmelr, Agent, I. C. C. No,
3736, supp. 228.

Any interested person desiring tho
Commission to hold a hearing upon such
application shall request the Commis«
sion in writing so to do within 15 days
from the date of this notice. As pro-
vided by the general rules of practice of
the Commission, Rule 73, persons other
than applicants should fairly discloso
their interest, and the position thoy in
tend to take at the hearing with respeot
to the application. Otherwise the Com-
mission, in its discretion, may proceed
to investigate and determine the mattors
involved in such application without
further or formal hearing. If becauso
of an emergency & grant of temporary
relief is found to be necessary before tho
expiration of the 15-day period, a hear«
ing, upon a request filed within that
period, may be held subsequently.

By the Commission.
[sEAL] GEORGE W LAIRD,
Acting Secretary.

[F. R. Doc. 63-7119; Filed, Aug. 12, 1053}
8:60 a. m.]

[4th Sec. Application 28348]

Urea FroMm SovurH PomT, OHIO, TO
CONSHOHOCKEN, PA.

APPLICATION FOR RELIEF

Avcust 10, 1953,

The Commission iIs in receipt of tho
above-entitled and numbered application
for relief from the long-and-short-haul
provision of section 4 (1) of the Infer«
state Commerce Act.

Filed by H. R. Hinsch, Altornato
Agent, for carriers parties to Agent L, C,
Schuldt’s tariff I, C. C. No. 4542, pursi=
ant to fourth-section order No. 17220.

Commodities involved: Ures, in car-
loads.

From: South Point, Ohio.

'To: Conshohocken, Pa.

Grounds for relief; Competition with
rail earriers, circultous routes.

Any interested person desiring tho
Commission to hold & hearing upon such
application shall request the Commisston
in writing so to do within 15 days from
the date of this notice. As provided by
the general rules of practice of the Com«
mission, Rule 73, persons other thon ap«
plicants should fairly disclose their ine
terest, and the position they intend to
take at the hearing with respect to tho
application. Otherwise the Commisglon,
in its discretion, may proceed to investi«
gate and determine the matters involved
in such application without further ot
formal hearing. If because of an emor«
gency o grant of temporary rellof 1s
found to be necessary before the oxplira-
tion of the 15-day period, a hearing,
upon & request filed within that period,
may be held subsequently.

By the Commission.
[sEAL] GEORGE W LAIRD,
Acting Secretary.

[F. R. Doc. 63-7120; Filed, Aug. 12, 1063;
8:60 a. m.]

-~



Thursday, August 13, 1953

[4th Sec. Application 28349]

MAGAZINES AND PERIODICALS From CHI-
€AGO, TLL., TO NORFOLK, NEWPORT NEWS,
AND RicHuonp, VA,

APPLICATION FOR RELIEF

Avucust 10, 1953.

The Commission 1s in receipt of the
above-entitled and numbered applica-

+ion for relief from the long-and-short-
1gul provision of section 4 (1) of the
nterstate Commerce Act.

Filed by H. R. Hinsch, Aliternate
Agent, for carriers parties to Agent L. C.
Schuldt’s tariff I. C. C. No. 4542, pursu-
wnt to fourth-section order No. 17220.

FEDERAL REGISTER

Commodities involved: Magazines and
periodicals, also parts or sections there-
of, and newspaper supplements, car-
Joads.

From: Chicago, IIL

To: Norfolk, Newport News, and Rich-
mond, Va.

Grounds for relief: Competition with
rail carriers, circuitous routes.

Any interested person desiring the
Commission to hold a hearing upon such
application shall request the Commis-
sion in writing so to do within 15 days
from the date of this notice. As pro-
vided by the general rules of practice of
the Commission, Rule 73, persons other
than applicants should fairly disclose
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thelr Interest, and the position they in-
tend to take at the hearing with respect
to the application. Otherwise the Com-
mission, in its discretion, may proceed
to investigate and determine the matters
involved in such application without
further or formal hearing. If becauss
of an emergency 2 grant of temporary
relief is found to be necessary before
the expiration of the 15-day perioed, a
hearing, upon a request filed within that
period, may be held subsequently.

By the Commission,
[szaLl GEeorce W ILamrp,
Acting Secretary.

[F. BR. Doo. 63-7121; Filed, Aug. 12, 1933;
8:51 a. m.]






